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United States Court of Appeals for the 

District of Columbia j 

1 Docket No. 30064 

i 

i 

Louis Werner Saw Mill Co., Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent . 

APPEARANCES j 

For Taxpayer: Francis Campbell, C. P. A. 

James R. Bansley, Esq., 

Chase Morsey, Esq., 

Chester A. Bennett, Esq., 

For Comm’r.: John H. Pigg, Esq., 

C. C. Holmes, Esq., 

F. Surine, Esq., 

i 

Docket Entries 

1927 | 

Jul. 30—Petition received and filed. Taxpayer notified. 
(Fee paid) 

Aug. 2—Copy of petition served on General Counsel. 

Sep. 27—Motion for 60 days extension to 11/30/27 to an¬ 
swer filed by General Counsel, 9/28/27 granted. 
Nov. 28—Motion for extension to Jan. 29, 1928 to answer 
filed bv General Counsel. Granted. 

1928 ‘ j 

Jan. 27—Answer filed by General Counsel. 

28—Copy of answer served on taxpayer. General 
Calendar. 

1929 | 

Apr. 11—Hearing set June 4, 1929. 

May 17—Motion to place on the Reserve Calendar filed by 
General Counsel. 5/20/29 granted. 

Dec. 23—Notice of appearance of James R. Bansley as 
counsel for taxpayer filed. 

1930 

Jan. 20—Motion for leave to amend petition filed by tax¬ 
payer. i 
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Dec. 16—Hearing set March 10, 1931. 

97 31—Motion for circuit hearing at St. Louis filed by 

taxpayer. 1/3/31 granted. 

1931 

Mar. 26—Notice of hearing at St. Louis, Missouri begin¬ 
ning May 4,1931. 

May 4—Hearing had before J. J. Marquette, Div. 1 on 
motion to consolidate for hearing and decision— 
granted. Agreement to stipulate filed. Amended 
petition filed. Briefs due July 1, 1931. 

” 16—Brief filed by taxpayer. 

Jun. 11—Transcript of hearing of May 4 & 5, 1931 filed. 

Jul. 1—Brief filed by General Counsel. 

31—Motion for new trial filed bv General Counsel. 

Oct. 12—Order granting motion for new trial entered. 

Dec. 8—Motion to set aside order granting respondent a 
new trial filed by taxpayer. 

” 11—Stipulation of facts filed. 

16 —Motion for leave to amend answer, amendment 
tendered filed by General Counsel. 1/5/32 
granted. 

16—Motion to remove from the Circuit Calendar, to 
resubmit upon the record as made at the trial, 
plus additional evidence contained in stipulation 
of facts, together with amended pleadings, which 
may be hereafter filed, filed by General Counsel. 

23—Order that petitioner’s motion to set aside order 
granting respondent a new trial and respon¬ 
dent’s motion to resubmit be granted; and that 
proceedings be removed from Circuit Calendar 
and resubmitted on record made at hearing in St. 
Louis and additional evidence submitted in stip¬ 
ulation of facts entered. 

1931 

2 Dec. 24—Motion for leave to file copy of letter at¬ 
tached, filed by General Counsel. 1/5/32. 
granted. 

28—Motion for leave to file attached telegram filed 
by General Counsel. 1/5/32 granted. 

30—Motion for leave to amend petitions by interlin¬ 
eation filed by taxpayer. 1/5/32 granted. 









3 


LOUIS WERNER SAW MILL CO. VS. GUY T. HELVERING; 

1932 ! 

Jan. 6—Motion for extension of time to March 15, 1932 

to file briefs, both parties, filed by General Coun¬ 
sel. 

” 7—Order that both parties be allowed until March 

15, 1934 to file supplemental briefs entered. 

Mar. 7—Answer to amended petition as further amended 
filed by General Counsel. 

9 9 15—Brief filed by General Counsel. 

” 11—Brief filed by taxpayer. 

May 24—Findings of fact and opinion rendered, J. «J. Mar¬ 
quette, Div. 1. Decision will be entered under 
Rule 50. 

Jul. 8—Notice of settlement filed by General Counsel. 

” 13—Hearing set August 3, 1932. j 

27—Petition for rehearing filed by taxpayer. I 

Aug. 5—Order that hearing on settlement be continued to 
Dec. 15, 1932 pending decision on motion for re¬ 
hearing entered. 

13—Amended petition for rehearing filed by tax¬ 
payer. 

” 31—Brief filed by taxpayer. 

Dec. 15—Hearing had before Mr. Morris on se 
under Rule 50. 

On respondent’s motion continued to Jan. 25, 
1933. | 

15—Order that these proceedings be continued to 
Jan. 25, 1933 entered. 

1933 

Jan. 17—Order that proceedings be continued to Feb. 1, 
1933 entered. j 

Feb. 1—Hearing had before J. M. Sternhagen, Div. 10 on 
settlement under Rule 50. Continued one week. 
1—Order that proceedings be continued to Feb. 8, 
1933 for hearing under Rule 50, entered, j 
6—Order that proceedings be stricken froih Day 
Calendar of Feb. 8, 1933 and continued tb Day 
Calendar of March 8, 1933 entered. 

Mar. 8—Hearing held before J. J. Marquette, Divl 1 on 
motion for rehearing. Continued to March 27, 
1933. 

” 8—Order continuing to March 27, 1933 entered. 

” 13—Transcript of hearing of March 8, 1933 filed. 
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Mar. 25—Motion for continuance of hearing on motion for 
rehearing filed bv taxpayer. 3/25/33 granted to 
April 17, 1933. 

Apr. 17—Hearing had before Mr. Marquette on motion for 
rehearing. Petitioner’s brief due May 1, 1933. 

” 28—Transcript of hearing of April 17, 1933 filed. 

Mav 1—Brief filed bv taxpayer. 

Jun. 20—Order amending findings of fact and opinion and 
denying motion to reopen entered. 

Oct. 12—Motion for leave to file attached amendment to 
notice of settlement filed bv General Counsel. 

” 12—Amendment to notice of settlement lodged. 

” 16—Hearing set Nov. 8, 1933 under Rule 50. 

Nov. 6—Petition for reopening and rehearing appeal filed 
by taxpayer. 

8—Hearing had before J. M. Sternhagen, Div. 10 on 
settlement under Rule 50. Not contested. Re¬ 
ferred to Mr. Marquette for decision. 

3 1934 

Feb. 27—Amended petition for reopening and re¬ 
hearing filed by taxpayer. 

Mar. 27—Order that motion to reopen be granted and that 
petitioner be granted to April 20, 1934 for 
amended petitions or amendments to petitions. 
Respondent be allowed to May 1, 1934 to an¬ 
swer; proceedings be placed on calendar of May 
23, 1934, for hearing on such new issues entered. 

May 24—Hearing had before Mr. Marquette, Div. 1 on 
motion for rehearing. Held over from May 23, 
1934. Stipulation to be filed. 

” 29—Stipulation as to deficiency filed. 

31—Decision entered, J. J. Marquette, Div. 1. 

31—Motion for review by Board filed by taxpayer. 

Jun. 4—Order denying motion for review by full Board 
entered. 

Aug. 25—Stipulation of venue filed. 

” 25—Petition for review by U. S. Court of Appeals of 

D. C. with assignments of error filed by tax¬ 
payer. 

” 25—Proof of service filed. 

Oct. 17—Motion for enlargement of time to 12/20/34 to 
complete record filed by taxpayer. 
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Oct. 17—Order enlarging time to Dec. 20, 1934 for prep¬ 
aration of evidence and delivery of record en¬ 
tered. 

Dec. 19—Motion for extension to Jan. 20, 1935 to Complete 
record filed by taxpayer. 

19—Order enlarging time to Jan. 20, 1935 to prepare 
evidence and transmit record entered. 

1935 I 

Jan. 4—Statement of evidence lodged. 

” 4—Praecipe filed. 

4—Proof of service of praecipe and statement of 
evidence filed. 

” 19—Motion for enlargement of time to Feb. 20, 1935 

to complete record filed by taxpayer. 

19—Order enlarging time to Feb. 20, 1935 to prepare 
evidence and deliver record entered. 

Feb. 19—Motion for extension to April 1, 1935 to complete 
record filed bv taxpaver. 

19—Order enlarging time to April 1, 1935 for prep¬ 
aration of evidence and delivery of record en¬ 
tered. 

Mar. 27—Agreed statement of evidence approved and or¬ 
dered filed. 

28—Motion for extension to June 2, 1935 to complete 
record filed by taxpayer. 

28— Order enlarging time to June 3, 1935 for prepa- . 
ration of evidence and delivery of record en¬ 
tered. 

1936 

Jun. 3—Order that time for transmission and delivery of 
record sur petition for review be extended to 2- 
28-36. | 

June 30—Copy of order from Court of Appeals o£ D. C. 

extending time to Sept. 1, 1936 to file record filed. 

Aug. 18—Agreed amended praecipe filed with proof of 
service thereon. 

“ 29—Motion for extension to 10/15/36 to prepare and 

transmit record filed by taxpayer. 

29— Order enlarging time to 10/15/36 for prepara¬ 
tion of evidence and and delivery of record en¬ 
tered. 

Sep. 2—Amended praecipe filed with proof of service 
thereon. 


i 
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Oct. 12—Motion for extension to December 15, 
1936 to prepare and transmit record filed by tax¬ 
payer. 

12—Order enlarging time to December 15, 1936 for 
transmission and deliverv of record entered. 

14—Motion for extension to January 30, 1937 to pre¬ 
pare and transmit record filed by taxpayer. 

14—Order enlarging time to January 30, 1937 for 
transmission and delivery of record entered. 

29—Motion for extension to March 5, 1937 to prepare 
and transmit record filed by taxpayer. 

29—Order enlarging time to [March 5, 1937 for trans¬ 
mission and delivery of record entered. 

Docket No. 42923 

Louis Werner Sawmill Co., Petitioner , 

v. 

Commissioner of Internal Revenue, Respovdeyit. 
APPEARANCES: 

For Taxpayer: Frank Lowson, Esq. (with drawn) 

T. Francis Campbell, C. P. A. 

James R. Bansley, Esq., 

Chase Morsev, Esq., 

Chester A. Bennett, Esq., 

For Comm’r.: John H. Pigg, Esq., 

Docket Entries 

1929 

Feb. 25—Petition received and filed. Taxpayer notified. 
(Fee paid) 

26—Copy of petition served on General Counsel. 

25— [Motion for extension of 10 davs to file com- 

% 

pleted petition, filed by taxpayer. 

26— Copy of motion served on General Counsel. 
Mar. 5—Amended petition filed by taxpayer. 

6—Copy of amended petition served on General 
Counsel. 

28—Answer to petition and amended petition filed by 
General Counsel. 


6 

1936 
3a 

Oct. 

Dec. 

>> 

1937 
Jan. 

4 
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Apr. 

Dec. 

1930 
Jan. 

1931 
Mar. 

Apr. 

Mav 


Jun. 

Jul. 

Oct. 

Dec. 


1—Copy of answer served on taxpayer, j General 
Calendar. 

23—Notice of appearance of James R. Bajnsley as 
counsel for taxpayer filed. 

I 

20—Motion for leave to file amended petition filed 
by taxpayer. j 

l 

26—Notice of hearing in St. Louis, Mo. beginning 
May 4, 1931. j 

6—Notice of withdrawal of Frank Lowson hs coun¬ 
sel for taxpayer filed (Telegram) 

4—Hearing had before Mr. Marquette. Submitted. 
Motion to consolidate with docket 30064 for hear¬ 
ing and decision—granted. Agreement to stip¬ 
ulate and amended petition filed. Briefs due 
July 1, 1931. | 

16—Brief filed by taxpayer. 

11— Transcript of hearing of May 4 & 5, 1931 filed. 

1—Brief filed bv General Counsel. ! 

•/ 

31—Motion for new trial filed by General Counsel. 

12— Order granting motion for new trial entered. 

8—Motion to set aside order granting respondent a 
new trial filed by taxpayer. 

11—Stipulation of facts filed. 

16—Motion for leave to amend answer, amendment 
tendered filed by General Counsel. 1/5/32 
granted. j 

16—Motion to remove from the Circuit Calendar, to 
resubmit upon the record as made at thb trial, 
plus additional evidence contained in stipulation 
of facts, together with amended pleadings] which 
may be hereafter filed, filed by General Cpunsel. 

23— Order that petitioner’s motion to set aside order 
granting respondent a new trial and respondent’s 
motion to resubmit be granted; and that pro¬ 
ceeding be removed from Circuit Calendar and 
resubmitted on record made at hearing |in St. 
Louis and additional evidence submitted ih stip¬ 
ulation of facts entered. 

24— Motion for leave to file copy of letter attached 
filed by General Counsel. 1/5/32 granted;. 
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1931 

5 Dec. 28—Motion for leave to file attached telegram 

filed by General Counsel. 1/5/32 granted. 

30—Motion for leave to amend petitions by inter¬ 
lineation filed bv taxpayer. 1/5/32 granted. 

1932 

Jan. 6—Motion for extension to March 15, 1932 to file 
supplemental briefs filed by General Counsel. 

7—Order granting both parties until March 15, 1932 
to file supplemental briefs entered. 

Mar. 7—Answer to amended petition as further amended 
filed by General Counsel. 

” 11—Brief filed by taxpayer. 

15—Brief filed bv General Counsel. 

May 24—Findings of fact and opinion rendered, John J. 

Marquette, Div. 1. Decision will be entered 
under Rule 50. 

Jul. 8—Notice of settlement filed bv General Counsel. 

13—Hearing set August 3, 1932 on settlement. 

27—Petition for rehearing filed by taxpayer. 

Aug. 5—Order of continuance to Dec. 15, 1932 entered. 

13—Amended petition for rehearing filed by tax¬ 
payer. 

” 31—Brief filed by taxpayer. 

Dec. 15—Hearing had before Mr. Morris on settlement 
under Rule 50. On motion of respondent con¬ 
tinued to Jan. 25, 1933. 

15—Order of continuance to Jan. 25, 1933 for hearing 
on settlement under Rule 50 entered. 

1933 

Jan. 17—Order of continuance to Feb. 1, 1933 entered. 

Feb. 1—Hearing had before Mr. Sternhagen on settle¬ 
ment under Rule 50. Continued one week. 

1—Order of continuance to Feb. 8, 1933 for hearing 
on settlement under Rule 50 entered. 

” 6—Order of continuance to March 8, 1933 for hear¬ 

ing on the petition for rehearing entered. 

Mar. 8—Hearing had before Mr. Marquette on motion for 
rehearing. Continued to March 27, 1933 for 
hearing on motion for rehearing. 

” S—Order of continuance to March 27, 1933 for hear¬ 

ing on motion entered. 
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Mar. 13—Transcript of hearing of March 8, 1933 filed. 
25—Motion for continuance of hearing on mqtion for 
rehearing filed by taxpayer. 3/25/33 granted 
to April 17, 1933. | 

Apr. 17—Hearing had before Mr. Marquette—submitted 
—on motion of petitioner for rehearing. Peti¬ 
tioner’s brief due 5/1/33. j 

” 28—Transcript of hearing of April 17, 1933 filed. 

May 1—Brief filed by taxpayer. 

Jun. 20—Order amending findings of fact and opifiion and 
denying motion to reopen entered. 

Oct. 12—Motion for leave to file attached amendment to 
notice of settlement filed by General Counsel. 

12—Amendment to settlement lodged. 

16—Hearing set Nov. 8, 1933 on settlement. 

Nov. 6—Petition for reopening and rehearing filed by 
taxpayer. 

8—Hearing had before Mr. Sternliagen on settle¬ 
ment under Rule 50. Referred to Mr. Mgrquette 
for decision. 

6 1934 | 

Feb. 27—Amended petition for reopening and rebearing 
filed by taxpayer. 

Mar. 27—Order granting motion to reopen proceeding and 
allowing petitioner until 4/20/34 to file amended 
petition and respondent allowed until 5/jl/34 to 
answer and placing proceedings on day calendar 
of May 23, 1934 for hearing on such new issues 
entered. 

Apr. 20—Second amended petition filed. 4/20/34 copy 
served on General Counsel. 

May 1—Answer to second amended petition filed by Gen¬ 
eral Counsel. 5/3/34 copy served 
24—Hearing had before Mr. Marquette on motion 
for rehearing. Held over from 5/23/34. Stipu¬ 
lation to be filed. 

” 29—Stipulation as to deficiency filed. j 

31—Decision pursuant to stipulation entered^ J. J. 
Marquette, Div. 1. 

31—Application for review by Board filed by tax¬ 
payer. 
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Jun. 4—Order denving motion for Board review entered. 

Aug. 25—Stipulation of venue tiled. 

” 25—Petition for review by Court of Appeals of D. C. 

with assignments of error filed by taxpayer. 

” 25—Proof of service filed. 

Oct. 17—Motion for extension to Dec. 20, 1934 to com¬ 
plete record filed by taxpayer. 

17—Order enlarging time to Dec. 20, 1934 for prepa¬ 
ration of evidence and delivery of record entered. 

Dec. 19—Motion for extension to Jan. 20, 1935 to complete 
record filed by taxpayer. 

19—Order enlarging time to Jan. 20, 1935 for prepa¬ 
ration of evidence and delivery of record entered. 

1935 

Jan. 4—Statement of evidence lodged. 

” 4—Praecipe filed. 

4—Proof of service of praecipe and statement of 
evidence filed. 

” 19—Motion for extension to Feb. 20, 1935 to com¬ 

plete record filed by taxpayer. 

19—Order enlarging time to Feb. 20, 1935 for prepa¬ 
ration of evidence and delivery of record entered. 

Feb. 19—Motion for extension to 4/1/35 to complete record 
filed by taxpayer. 

19—Order enlarging time to 4/1/35 for preparation 
of evidence and deliverv of record entered. 

Mar. 27—Agreed statement of evidence approved and or¬ 
dered filed. 

28—Motion for extension to 6/2/35 to complete rec¬ 
ord filed by taxpayer. 

” 28—Order that time be extended to June 3, 1935 for 

preparation of evidence and delivery of record 
entered. 

1936 

June 3—Order enlarging time to Feb. 28, 1936 for trans¬ 
mission and delivery of record, entered. 

June 30—Copy of order from U. S. Court of Appeals of D. 

C., extending time to Sept. 1, 1936 to file record 
filed. 

Aug. IS—Agreed amended praecipe filed with proof of 
service thereon. 
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i 

I 

Aug. 29—Motion for extension to 10/15/36 to prepare and 
transmit record filed by taxpayer. ! 

29—Order enlarging time to 10/15/36 for prepara¬ 
tion of evidence and delivery of record entered. 
Sep. 2—Amended praecipe filed with proof of service 
thereon. j 

1936 

6a Oct. 12—Motion for extension to December 15, 
1936 to prepare and transmit record filecl by tax¬ 
payer. 

12—Order enlarging time to December 15, 1936 for 
transmission and delivery of record entjered. 
Dec. 14—Motion for extension to January 30, 1937 to pre¬ 
pare and transmit record filed by taxpayer. 

14—Order enlarging time to January 30, 1937 for 
transmission and deliverv of record entered. 

1937 

j 

Jan. 29—Motion for extension to March 5, 1937 to prepare 
and transmit record filed by taxpayer. | 

29—Order enlarging time to March 5, 1937 fpr trans¬ 
mission and delivery of record entered. 

7 U. S. Board of Tax Appeals Filed at Heariiig May 
4, 1931 

i 

United States Board of Tax Appeals 

Docket No. 30064 j 

I 

Louis Werner Saw Mill Company Petitioner 

\ 

v. 

I 

Commissioner of Internal Revenue Respondent 

Amended Petition 

The above-named petitioner hereby petitions for |a rede¬ 
termination of the deficiency set forth by the Commissioner 
of Internal Revenue in his deficiency notice IT:CR:E- 
HBC-60D dated June 11, 1927 and as the basis of its pro¬ 
ceeding alleges as follows: 

1. The petitioner is a corporation organized, and exist¬ 
ing under the laws of the State of Missouri with its prin¬ 
cipal office at 122 N. Seventh Street, St. Louis, Missouri. 
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2. The deficiency letter was mailed to the petitioner on 
June 11, 1927 and states a deficiency of Twenty One Thou¬ 
sand One Hundred Ninety Four Dollars twelve cents ($21,- 
194.12). 

3. The taxes in controversv are income taxes for the cal- 
endar years 1922 and 1923 and for Twenty One Thousand 
One Hundred Ninety Four Dollars twelve cents ($21,- 
194.12). 

4. The determination of tax contained in the said defi¬ 
ciency letter is based upon the following errors: 

(a) The failure of the Commissioner to find that certain 
timber was sold by the taxpayer on June 1, 1918, and that 
its value on March 1, 1913 was in excess of cost, and in ex¬ 
cess of the selling price received, and his failure to use such 
value as a basis for ascertaining gain or loss. 

(b) The failure of the Commissioner to determine that 
certain amounts received during the vear 1922 as advance 
rovaltv from Henrv C. Morris of Dallas, Texas as Trustee 
of H. D. Waldbridge & Company, Inc. were conditional de¬ 
posits for the proper execution of a certain operating agree¬ 
ment, and his failure to determine that such amounts were 

not in anv event income during the vear 1922. 

8 (c) The failure of the Commissioner to deter¬ 

mine tl^e full amount of depletion sustained on the 
timber cut bv the taxpaver during the vears 1922 and 
1923, 

(d) The failure of the Commissioner to determine the 
full amount of depreciation sustained by the taxpayer 
during the years 1922 and 1923 on its Lenwil Saw Mill, 

(e) The failure of the Commissioner to determine that 
the taxpayer as lessor of certain gas properties sustained 
depletion on gas produced from such properties during the 
vears 1922 and 1923, 

(f) The failure of the Commissioner to determine that 
the taxpayer as lessor of certain oil properties sustained 
depletion on the oil produced from such properties during 
the year 1923, 

5. The facts upon which the petitioner relies as the basis 
of this proceeding are as follows: 

(a) In the years 1906, 1907, and 1908, the taxpayer ac¬ 
quired certain tracts of land and timber known as the Pa- 
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nola Block located in Panola County, Texas, and Caddo 
Parish, Louisiana, 

(b) On March 1, 1913, the fair market value of s^id tim¬ 
ber-exclusive land-was One Million Four Hundred I Eighty 
Eight Thousand Nine Hundred Ten Dollars fiv£ cents 
($1,488,910.05), made up as follows: I 

228,281 M. Feet of Pine 
33,771 M. Feet of Oak 
7,883 M. Feet of Gum 
776 M. Feet of Cypress 


Total 270,711 M. Feet of Timber at a unit ! 
value of $5.50, 

(c) On June 1, 1918, the timber on the Panola Blojck was 
sold for a consideration of One Million Two Hundred Fif¬ 
teen Thousand Dollars ($1,215,000.00), the petitioner re¬ 
ceiving cash in the amount of One Hundred Seventy Five 
Thousand Dollars ($175,000.00), and eighteen note£ each 
for Fifty Five Thousand Dollars ($55,000.00) date4 June 
1, 1918, and maturing every six months from December 1, 
1919 to June 1, 1928 and the remaining Fifty Thousand 
Dollars ($50,000.00) was to be withheld under conditions of 
the contract, 

(d) The Commissioner computed a profit upon this sale, 
amounting to Fifteen Thousand Six Hundred 

9 Thirty Four Dollars thirty cents ($15,634.30) for each 
of the years 1922 and 1923 by using a ratio of 
.14213% as profit on each of the One Hundred Ten Thou¬ 
sand Dollars ($110,000.00) received by the taxpayer^ 

(e) No profit was realized upon the sale because the sell¬ 
ing price exceeds the cost of the timber but it is less than 
the March 1, 1913 value, 

(f) On May 14,1921 the petitioner entered into thr^e col¬ 
lateral contracts with Henry C. Morris of Dallas, Te±as as 
Trustee of H. D. Waldbridge & Company, Inc. No. 14! Wall 
Street, New York City, whereby the petitioner granted to 
said Morris as Trustee the right to develop for gas ahd/or 
oil certain lands owned by it, and situated in Caddo Phrish, 
Louisiana, and Panola County, Texas. One contract: dealt 
with a description of lands to be developed, another j dealt 
with the terms, and conditions under which such lands; were 
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to be developed, and operated, and a third agreement pro¬ 
vided for the payment by the lessee to the lessor, (this tax¬ 
payer) of certain advance royalty. The agreement cover¬ 
ing the payment for advance royalty provided that the les¬ 
see pay unto the lessor the sum of One Hundred Thousand 
Dollars ($100,000.00) as follows: 


At time of signing contract 
On November 15, 1921 
On Mav 15, 1922 
On November 15,1922 


$25,000.00 

25,000.00 

25,000.00 

25,000.00 


and under the provisions of that agreement the lessee on 
May 14, 1921 bound himself “to pay or cause to be paid” 
unto the lessor the sum of Seven tv Five Thousand Dollars 
($75,000.00) on the dates indicated above, and the lessor 
did pay the sums on or about the dates agreed. 

(g) The agreement covering the payment of advance 
royalty further provided that the amounts to be paid to the 
lessor should not bear interest except after their respec¬ 
tive maturities. 

(h) The second or operating agreement provided that if 
in anv vear after the vear 1923, the rovalties or other 
amounts accruing to the lessor under the terms of said op¬ 
erating agreement should be in excess of the sum of One 
Hundred Thousand Dollars ($100,000.00) then the lessee 
should be entitled to retain out of the said excess, as a credit 

on said One Hundred Thousand ($100,000.00) paid 
10 and to be paid as advance royalty as aforesaid, an 
amount not to exceed Twenty Five Thousand Dollars 
($25,000.00) per annum, until the said One Hundred Thou¬ 
sand Dollars ($100,000.00), without interest, has been re¬ 
paid to the lessee, 

(i) The operating agreement further provided among 
other things that the lessee or assigns should “pay for all 
damages caused by lessee's operations, to the growing 
crops on said lands”, and for “all timber of the lessor dam¬ 
aged or destroyed” by lessee's operations as well as all 

increases in taxation which mav be reasonable determined 

• % 

to arise from the existence or discovery of oil or gas in or 
under any of such lands as were conveyed by said agree¬ 
ments. 
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(j) On March 1, 1913, the taxpayer owned certain land 
and timber known as the V. S. & P. Block. The Valuation 
engineer of the timber section placed a valuation of Four 
Hundred Thirty Six Thousand Nine Hundred Fifty Dollars 
($436,950.00) for an estimate of 87,390 M feet of timber 
upon this block, 

(k) In the years 1914 to 1918 inclusive, the taxpayer 

purchased additional land with 9,497 M feet of timber at an 
average cost of Two Dollars twelve cents ($2.12) per M feet 
amounting to Twenty Thousand One Hundred Thirty Dol¬ 
lars ($20,130.00) | 

(l) In the years 1915 to 1921 inclusive a total of 83,654 
M feet of timber were cut and depletion allowed by the 
Commissiner at an average rate of 4,67 per M feet. j 

(m) In the year 1921 the taxpayer discovered that its 
original estimate of the quantity of timber on hand March 
1, 1913 was too low and estimated an error of 24,000 M feet 
which is an addition to the timber account at Four Dollars 
seventy two cents ($4.72) per unit (mean of engineers ap¬ 
praisal and subsequent cost of purchase) 

(n) In the years 1922 and 1923 a total of 22,603 M feet 
if timber was cut for which the Commissioner allowed de- 
pletion at the rate of $2,737 per unit only with the explana¬ 
tion that the increase in the timber account requires! a re¬ 
duction of the unit rate for depletion, 

(o) After the timber cut in the year 1923, it was 
11 found that the estimated error discovered in; 1921 
was overstated by 5,151 M feet which means a Reduc¬ 
tion of the timber account amounting to Twenty Four Thou¬ 
sand Three Hundred Twelve Dollars seventy two cents 
($24,312.72). Such plus or minus corrections however 
cannot change the unit rate for depletion purposes. 
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(p) RECAPITULATION 

Total 

Remaining 


Year 

M. Feet 


Per 

Unit 

Valuation 

Depletion 

Balance 

Undepleted 

3/1-13 

1914-18 

87390 

9497 

96S87 

$5.00 
Purchsd. 2.12 

$436,950.00 

20,130.00 


$436,950.00 

457,080.00 

1915-21 

83654, 

13233 

Tbr. Cut 4.72 


$394,895.71 

62,1S4.29 

1921 

24000 

37233 

Error 4.72 

113,2S0.00 

175,464.29 

69,004.16 

1922-23 

22603 

14630 

Tbr. Cut 4.71 


106,460.15 

1923 

5151 

9479 

Error 4.72 

24,312.00 

44,691.44 

1924 

9479 

000 

Tbr. Cut 4.72 

44,691.44 

.00 


$546,047.2S $546,047.28 


(q) The valuation engineers in their revised report 
IT :ENT(ES)D.TOI. dated July 31, 1924 recommended a 
depreciation allowance based on a 10 year life of the Lenwil 
Saw Mill Property, 10% salvage on cost and additions, 1/3 
salvage value on steel rails Thirteen Thousand Three Hun¬ 
dred Dollars fifty seven cents ($13,300.57) and 20% on 
Locomotive Seven Thousand Dollars ($7,000.00) and ar¬ 
rived at a property valuation on December 31, 1920 amount¬ 
ing to One Hundred Eighty Thousand Nine Hundred Thir¬ 
teen Dollars sixteen cents ($1S0,913.1G) and accumulated 
depreciation of Ninety One Thousand Nine Hundred Sixty 
Five Dollars fifty one cents ($91,965.51) leaving Eighty 
Eight Thousand Nine Hundred Forty Seven Dollars sixty 
five cents ($88,947.65) as the value of the undepreciated 
property, 

(r) Additions to property were made in 1921 amount¬ 
ing to Forty Thousand Two Hundred Sixty Five Dollars 
($40,265.00) and deductions of One Thousand Seventy Five 
Dollars twenty three cents ($1,075.23) in 1922 leaving a bal¬ 
ance of Two Hundred Twenty Thousand One Hundred Two 
Dollars ninety three cents ($220,102.93) in the property ac¬ 
counts as of December 31, 1922 with one Hundred Forty 

One Dollars forty nine cents ($141.49) additions in 
12 the year 1923, 

(s) The Commissioner allowed as a deduction for 
depreciation Five Thousand Five Hundred Forty Five 
Dollars fifty seven cents ($5,545.57) in the year 1922 and 
Six Thousand Forty Two Dollars twelve cents ($6,042.12) 
in 1923 by applying certain rates on the diminished value 
of the property, not taking into consideration that the de- 
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preciation should be computed on the cost of property and 
not on depreciated values. 

(t) On March 1, 1913, the taxpayer owned certain prop¬ 

erty situated in Panola County, Texas, and Caddo jParish, 
Louisiana and subsequent to that date gas was discovered 
upon such property. After the discovery of gas ini paying 
quantities such property had a fair market value of Five 
Million Dollars ($5,000,000.00). The taxpayer sustained 
depletion on such gas property as follows: i 

Gas Produced Amount 

During the year 1922 897384200 cu. ft. $8,569170 
During the vear 1923 2827260200 cu. ft 29,881.20 

j 

(u) Subsequent to March 1, 1913 the taxpayer discovered 

oil in paying quantities upon certain of its property known 
as the Griffen Mill Lands located in the State of Arkansas, 
and after discovering oil in paying quantities the fair mar¬ 
ket value of such property was in excess of Three Million 
Six Hundred Eighteen Thousand Dollars ($3,618,(|00.00) 
and during the year 1923 the taxpayer sustained depletion 
in the amount of Eleven Thousand Two Hundred twenty 
Seven Dollars seventeen cents ($11,227.17) on 103576.91 
barrels of oil produced from such property during that 
vear. f 

Wherefore the petitioner prays that this Board ma^r hear 
the proceeding and determine its income tax liability for 
the years 1922 and 1923. 

CHASE MOUSEY j 
Counsel for Petitioner 
705 and 506 Olive Street, 
St. Louis, Missouri]. 

13 State of Missouri I 

City of St. Louis, ss: j 

A. B. Pierce, being duly sworn, says that he is the! trea- 
surer of the Louis Werner Saw Mill Company, above named, 
and as such is duly authorized to verify the foregoing peti¬ 
tion ; that he has read the said petition, or had the same read 
to him, and is familiar with the statements therein con¬ 
tained, and that the facts therein stated are true, except 
such facts as are stated to be upon information and belief 
and those facts he believes to be true. I 

A. B. PIERCE 
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Subscribed and sworn to before me, this 27th day of April, 
1931 

J. A. DEWES 

(Seal) Notary Public . 

My commission expires Feby. 27th, 1933 
14 Exhibit “A” 

TREASURY DEPARTMENT 


Washington, D. C. 

; (No date) 

IT :CR :E 
HBC :60D 


Louis Werner Saw Mill Company, 
122 North 7th Street, 

St. Louis, Missouri. 

Sirs: 


An examination of your income and profits tax return in 
connection with a revenue agent’s recommendation discloses 
an additional tax for the years 1922 and 1923 amounting to 
$21,194.12. 

In accordance with the provisions of Section 274 of the 
Revenue Act of 1926, vou are allowed 60 da vs from the date 
of mailing of this letter within which to file a petition for the 
redetermination of this deficiency. Any such petition must 
be addressed to the United States Board of Tax Appeals, 
Earle Building, Washington, D. C. and must be mailed in 
time to reach the Board within the 60-dav period, not count¬ 
ing Sunday as the sixtieth day. 

Where a taxpayer has been given an opportunity to file a 
petition with the United States Board of Tax Appeals and 
has not done so within the 60 days prescribed and an assess¬ 
ment has been made, or where a taxpayer has filed a petition 
and an assessment in accordance with the final decision on 
such petition has been made, the unpaid amount of the as¬ 
sessment must be paid upon notice and demand from the 
Collector of Internal Revenue. No claim for abatement can 
be entertained. 

If you acquiesce in this determination and do not desire 
to file a petition with the United States Board of Tax Ap- 
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peals, you are requested to execute a waiver of your right 
to file a petition with the United States Board of Tax Ap¬ 
peals on the inclosed Form A, and forward it to thp Com¬ 
missioner of Internal Revenue, Washington D. C. for the 
attention of IT :CR :E :HBC :60D. In the event that you 
acquiesce in a part of the determination, the waiver 'should 
be executed with respect to the items to which you aglree. 

Respectfully, 

D. H. BLAIR, 

Commissioner, 


By (Signed) C. R. NASH 

Assistant to the Commissioner. 

r 

Inclosures: 

Statement 
Form A 
Form 882. 

Copy of 60 Day Letter Filed With Original Petition July 
30,1927. | 

Docket No. 30064 

15 IT :CR :E: | 

HBC :60V. 


Statement of Returns Examined and 
Resulting Tax Liability 


Returns Examined 


Company Year 

Louis Werner Saw Mill Company 
St. Louis, Missouri 1922 

1923 

Resulting Tax Liability 
Company Year 

Louis Werner Saw Mill Company 
St. Louis, Missouri 1922 

1923 


Forip 

(Consolidated) 

1120 

1120 


Fori 
Additional Tax 


$12,33;] 

M2 

$ 8,841 

.00 

$21,194 

1*12 


Total 



20 LOUIS WERNER SAW MILL CO. VS. GUY T. HELVERING. 

Bureau letter dated February 15, 1927, together with con¬ 
ference held May 16th, 1927, has been made the basis of the 
above additional tax. 

"Waiver is on file at this office covering the year 1922. 

16 Exhibit “B” 


Louis Werner Saw Mill Company 


Physical Property Account of the Lemvil Saw Mill as Re¬ 
vised by the Valuation Engineers for the Years 1914 to 
1920 Inc. 




Cost of 


Property Un - 



Property 

Depreciation 

depreciated 

Construction 

1914 

$ 78,418.01 




Additions 

1915 

$ 76,980.34 

$ 

10,141.39 

$145,256.96 

Additions 

1916 

$ 23,193.64 

$ 

15,150.09 

$153,300.51 

Additions 

1917 

$ 790.33 

$ 

16,499.19 

$137,591.65 

Additions 

1918 

$ 1,530.84. 

$ 

16,648.40 

$122,474.09 

Additions 

1919 

$ .00 

$ 

16,763.22 

$105,710.87 

Additions 

1920 

$ .00 

$ 

16,763.22 

$ 88,947.65 

Total Dec. 31, 

1920 

$180,913.16 

$ 

91,965.51 


Continued by 

Taxpayer 




Additions ; 

1921 

$ 40,265.00 

$ 

16,282.18 

$112,930.47 

Additions 

1922 

$ 1,075.23 

$ 

19,428.92 

$ 92.426.32 

Additions 

1923 

$ 141.49 

$ 

19,441.65 

$ 73,126.16 

Total 


$220,244.42 

$147,118.26 



Depreciation is based on a 10 year life, 10% salvage on 
cost and additions, 1/3 salvage on steel rail ($13,300.57) 
and 20% on locomotive ($7,000) 

Computation of Depreciation: 

1921—Cost of Property (less ad¬ 
ditions of Dec. 31, 1921) $180,913.16 
10% Salvage Value $ 18,091.32 


Depreciation at 10% of $162,S21.S4 $ 16,282.18 
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LCPII UMBI SAW MILL flOPAW 

pgpimoH schrpuir m v, s, i ?, block 

BASEP OH MARCH U 1911 TAICT OF TIMUR 0WHP AT THAT TUB 

akp cost of nxnsfmm mcHAsss 


XXHIBIt "0" 

17- ft ' tl'fr 




WAX, 

TOTAL 

▼AXOATIOt 

nSPLBTXOH AS PER KHOIKIIR'S REPORT 

OKHETIOt 

CORRECTED 

sa 


M. TEST 

K, FEET 

PER M. FT. TOTAL 

RATI 

AMCUIT 

BALAICS 

UVDKPLETED 

RATH 

AMOUVT 

BA1AHCE 

UHDEPLETED 

<•». x, 19X3 


#7*39# 


1 3*oo 

#436*930100 



#436,950.00 



#436,950.00 

19U 

pcrchasip 

1.521 

00.911 

# *.1* 

1 3.225.00 



#440,175.00 



♦440,175.00 

1915 

TORCH ASIP 

ASS 

m 

1 2*12 

1 10•860*00 


• 

♦451.035.00 

♦398.199.00 



1451.035.00 

♦397.755.00 


TDQULt COR 


4.T6 

152*636.00 

4*80 

♦53.280,00 

1916 

HTRCHASHP 
TIMBIR 001 

d:m 

m 

# t.l* 

» 4*613.00 

4.69 

#75.537.00 

♦402,814.00 

♦327.277,00 

4.73 

#76.101.30 

IM:S2 

1917 

PURCHASES 

TWBVR COT 

12,^73 

St:8S 

t t,u 

# 1,020*00 

4.66 

#59,930.00 


4.71 

♦60*631*83 

Jj*7,*0§.6* 

**66,576.79 

1918 

PURCHASED 
TIMBER COT 

8,SIS 

36,000 

47,9*0 

1 2.12 

I 410.00 

4.63 

♦41.329.00 

1268*719.00 

♦227.390.00 

4.70 

#41.773.60 

4*66,966.79 
#*25,*13.19 

1919 

TIMBER COT 

11,920 

36,000 



4.65 

#33,4*0.00 

♦171*962,00 

4.70 

♦56*024,00 

#169,189.19 • 

1920 

TIMBER COT 

9.776 

*$.*24 



4.63 

#45.450.40 

♦126*503,60 

4*70 

#45.947.20 

#1*3,*41.99 

1921 

TIMBIR COT 

12.991 

13.233 


R#r. Aft 4.66 

•60.53t.33 

# 65,97l.*T 

4.70 

#61,057.70 

| 6*.184.*9 

BRBOR XV ESTIMATE 3AA915 

24.000 

37.233 

♦ 4.7* 

♦113*280.00 



flT9.*5l.*7 



#175,464.29 

1922 

TIMBER COT 

11.389 

*3,044 



2.737 

*31,171.69 

♦140.079.50 

4.71 

#53.64*.19 

|121*822,10 

1913 

TIMBIR COT 

11.214 

14.630 



2.737 

♦30.692*72 

Ili7.386.86 

4.71 

#5**017.94 

8 69*004.16 

1923 ERROR IV ESTIMATI 

5.151 

9.479 

14.7* 

» 24,312.72 



. 93.074.14 



♦ 44.691,44 



9.479 





#45*.973.14 


*501.355.84 

1924 

TIMBER COT 

9,479 

000 






4.715 

* 44.6n.44 

.00 

* 





<346.04T.tS 




#546.047.*8 
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1922— Cost of Property $220,102.93 j 

Less Salvage Value of 

Steel rails 1/3 I 

of $13,300.57 $ 4,433.52 

Locomotive 20% 
of $7,000.00 $ 1,400.00 

Other property 
10% of 

$199,802.36 $19,980.24 $ 25,813.76 

■ '■ - 

Depreciation at 10% of $194,289.17 $ 19,428.92 
- 1 - 

1923— Cost of Property $220,244.42 ! 

Less Salvage Value of 

Steel rails 1/3 
of $13,300.57 $ 4,433.52 

Locomotive 20% 
of $7,000.00 $ 1,400.00 

Other Property 
10% of 

$199,943.85 $19,994.39 $ 25,827.91 j 

Depreciation at 10% of $194,416.51 $ 19^441.65 

i 

(Here follows photostats marked 17, 18, 19, 20.) 

21 Endorsed: United States Board of Tax Appeals 
Filed Dec 30 1931 | 

United States Board of Tax Appeals. 

Docket Nos. 30,064 and 42,923. 

Louis AVerner Saw Mill Company, Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

i 

Motion for Leave to Amend Petitions by Interlineation. 

Comes now Petitioner in the above entitled cause and 
respectfully moves the Board for leave to amend its| peti¬ 
tion by interlineation, by inserting at the end of paragraph 
4-A the following sentence: 
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In any event the Commissioner was without warrant or 
authority of law to set up the transaction as an installment 
sale. 

For grounds of said motion, Petitioner states that such 
amendment by interlineation is necessary to conform to the 
proof made at the trial of these proceedings. 

CHASE MORSEY 
Attorney for Petitioner. 

Endorsed: Granted Jan 5—1932 (Signed) John J. Mar¬ 
quette Member U. S. Board of Tax Appeals 

22 Endorsed: United States Board of Tax Appeals 
Filed Mar 7—1932 

Endorsed: Received Mar 7—1932 U. S. Board of Tax 
Appeals 

United States Board of Tax Appeals 
Docket No. 30,064. 

Louis Werner Saw Mill Company, Petitioner , 

v. 

Commissioner of Internal Revenue, Respondent. 

Answer to Amended Petition as Further Amended 

Comes now the Commissioner of Internal Revenue, by 
his attorney, C. M. Charest, General Counsel, Bureau of 
Internal Revenue, and for answer to the amended petition 
herein, as further amended by motion of the petitioner filed 
with the Board on December 30, 1931, admits, denies and 
alleges as follows: 

1. Admits the allegations contained in Paragraph 1. 

2. Admits the allegations contained in Paragraph 2. 

3. Admits the allegations contained in Paragraph 3. 

4. Denies that he erred in determining the tax set forth 
in said notice of deficiencv and further denies that he erred 
as alleged in Paragraphs 4 (a) to 4 (f), inclusive, of the 
amended petition, as so further amended. 

5. Denies each and everv material allegation contained 
in Paragraphs 5 (a) to 5 (u), inclusive, of the amended peti¬ 
tion, as so further amended. 


LOUIS WERNER SAW MILL CO. VS. GUY T. HELVERII^G. 25. 

6. Denies generally and specifically each and eyery ma¬ 
terial allegation contained in taxpayer’s amended jpetition, 
as so further amended, not hereinbefore admitted, qualified 
or denied. 

WHEREFORE, it is prayed that the Board redbtermine 
the amount of the deficiency involved in this proceeding to 
be equal to the amount determined by the Commissioner, 
plus any additional amount which may arise from the cor¬ 
rection of any error or errors that may have been committed 
by the Commissioner. Claims hereby asserted fort the in¬ 
creased deficiency, if any, resulting from such redetermina¬ 
tion. | 

(Signed) C. M. CHAREST, j 
General Counsel, 

Bureau of Internal Revenue. 

Of Counsel: 

JOHN H. PIGG, 

Special Attorney , 

Bureau of Internal Revenue . 

23 U. S. Board of Tax Appeals 

Filed at Hearing 

I 

Mav 4, 1931 j 

* 

United States Board of Tax Appeals 

Docket No. 42923 i 

i 

Louis Werner Saw Mill Company Petitioner j 

v. ! 

j 

Commissioner of Internal Revenue Respondent 
Second Amended Petition 

i 

The above-named petitioner hereby petitions for a re¬ 
determination of the deficiencv set forth by the Commis- 
sioner of Internal Revenue in his deficiency notice ]jT:AR: 
RR-GWT-60I) dated December 27, 1928 and as the basis of 
its proceedings alleges as folows: 

1. The petitioner is a corporation organized, and exist¬ 
ing under the laws of the State of Missouri with itjs prin¬ 
cipal office at 122 N. Seventh Street, St. Louis, Missouri. 

2. The deficiency letter was mailed to the petitioner on 
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December 27, 1928 and states a deficiency of Seventeen 
Thousand Four Hundred Eighty Four Dollars, eighty one 
cents ($17,484.81). 

3. The taxes in controversy are income taxes for the 
calendar years 1924 and 1925 and for Seventeen Thousand 
Four Hundred Eightv Four Dollars, eighty one cents 
($17,484.81) 

4. The determination of tax contained in the said de¬ 
ficiency letter is based upon the following errors: 

(a) The failure of the Commissioner to find that certain 
timber was sold by the taxpayer on June 1, 1918, and that 
its value on March 1, 1913 was in excess of cost, and in 
excess of the selling price received, and his failure to use 
such value as a basis for ascertaining gain or loss; 

(b) The failure of the Commissioner to determine the 
full amount of depletion sustained on the timber cut 

24 by the taxpayer during the years 1924 and 1925; 

(c) The failure of the Commissioner to determine 
that the taxpayer sustained a net loss in the amount of 
Twentv One Thousand Eight Hundred Fiftv Eight Dollars 
eight cents ($21,858.08) during the year 1925 from the 
operation of its Little Bear Saw Mill; 

5. The facts upon which the petitioner relies as the basis 
of this proceeding are as follows: 

(a) In the years 1906, 1907, and 1908, the taxpayer ac¬ 
quired certain tracts of land and timber known as the 
Panola Block located in Panola County, Texas, and Caddo 
Parish, Louisiana; 

(b) On March 1, 1913, the fair market value of said tim¬ 
ber-exclusive land-was One Million Four Hundred Eighty 
Eight Thousand Nine Hundred Ten Dollars five cents ($1,- 
488,910.05), made up as follows: 

228,281 M. Feet of Pine 
33,771 M. Feet of Oak 
7,SS3 M. Feet of Gum 
776 M. Feet of Cypress 

270,711 M. Feet of Timber at a unit value of 
$5.50 
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(c) On June 1, 1918, the timber on the Panola Block was 
sold for a consideration of One Million Two j Hundred 
Fifteen Thousand Dollars ($1,215,000.00), the petitioner re¬ 
ceiving cash in the amount of One Hyndred Seventy Five 
Thousand Dollars ($175,000.00), and eighteen notei each for 
Fifty Five Thousand Dollars ($55,000.00) dated June 1, 
1918, and maturing every six months from December 1, 
1919 to June 1, 1928 and the remaining Fifty Thousand 
Dollars ($50,000.00) was to be withheld under conditions of 
the contract; 


(d) The Commissioner computed a profit upon this sale, 
amounting to Fifteen Thousand Six Hundred Thijrty Four 
Dollars thirty cents ($15,634.30) for each of the years 1924 
and 1925 by using a ratio of .14213% as profit on each of the 
One Hundred Ten Thousand Dollars ($110,000.00)! received 
by the taxpayer; 

25 (e) Xo profit was realized upon the sale) because 

the selling price exceeds the cost of the timber but 

it is less than the March 1, 1913 value; 

(f) On March 1, 1913, the taxpayer owned ceijain land 

and timber known as the V. S. & P. Block. The Valuation 

engineer of the timber section placed a valuation of Four 

Hundred Thirtv Six Thousand Nine Hundred Fiftv Dol- 

• * 


lars ($436,950.00) for an estimate of 87,390 M feet of timber 
upon this block; 

(g) In the years 1914 to 1918 inclusive, the taxpayer pur¬ 

chased additional land with 9.497 M feet of timber at an 
average cost of Two Dollars twelve cents ($2.12) per M 
feet amounting to Twentv Thousand One Hundred Thirty 
Dollars ($20,130.00); ’ 1 

(h) In the years 1915 to 1921 inclusive a total of 83,654 
M feet of timber were cut and depletion allowed by the 
Commissioner at an average rate of 4.67 per M fqet; 

(i) In the year 1921 the taxpayer discovered that its 
original estimate of the quantity of timber on hand March 
1, 1913 was too low and estimated an error of 24,000 M feet 
which is an addition to the timber account at Fojur Dol¬ 
lars seventy two cents ($4.72) per unit (mean of engineer’s 
appraisal and subsequent cost of purchase); 

(j) In the year 1924, 9,487,000 feet of timber tvas cut 
on which the Commissioner allowed depletion of Five Thou¬ 
sand Two Hundred Thirty One Dollars four cen^s ($5,- 
231.04); 
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(k) After the timber cut in the year 1923, it was found 
that the estimated error discovered in 1921 was overstated 
by 5,151 M feet which means a reduction of the timber ac¬ 
count amounting to Twentv Four Thousand Three Hundred 
Twelve Dollars seventy two cents ($24,312.72). Such plus 
or minus corrections however cannot change the unit rate 
for depletion purposes; 


26 (1) Bern pit illation 

Total 


Year 

M. feet 

Remaining 

Per 

M. feet Unit 

Valuation 

Depletion 

Balance 

Undepleted 

3/1/1913 

1914-1S 

S7390 

9497 

96SS7 

$5.00 
Purchsd. 2.12 

$436,950.00 

20,130.00 


$436,950.00 

457,080.00 

1915-21 

S3654 

13233 

Tbr. Cut 4.72 


$394,895.71 

62,184.29 

1921 

24000 

37233 

Error 4.72 

113,2S0.O0 

175,464.29 

1922-23 

22603 

14630 

Tbr. Cut 4.71 


106,460.13 

69,004.16 

1923 

5151 

!9479 

Error 4.72 

24,312.72 

44,691.44 

1924 

9479 

000 

Tbr. Cut 4.715 

44,691.44 

.00 





$546,047.28 

$546,047.28 



(m) During the year 1925 the taxpayer began operation 
of its Little Bear Saw Mill, and in that year sustained an 
operating loss in the amount of Twenty One Thousand 
Eight Hundred Fifty Eight Dollars eight cents ($21,858.08) 
from such property. 

Wherefore the petitioner prays that this Board may hear 
the proceeding, and determine its income tax liability for 
the vears 1924 and 1925. 

CHASE MORSEY 

Counsel for Petitioner 
705 and 506 Olive Street, 
St. Louis, Missouri 

27 State of Missouri, 

City of St. Louis , ss: 

A. B. Pierce, being duly sworn, says that he is the 
treasurer of the Louis Werner Saw Mill Company, above 
named, and as such is duly authorized to verify the forego¬ 
ing petition; that he has read the said petition, or had the 
same read to hiijii, and is familiar with the statements there¬ 
in contained, and that the facts therein stated are true, ex- 
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cept such facts as are stated to be upon information and 
belief and those facts he believes to be true. 

A. B. PIERCE 

Subscribed and sworn to before me, this 5th d^iy of May 
1951. f 

J. A. DEWES | 

(Seal) Notary Public 

My commission expires Feby. 27th. 1933 


EXHIBIT “A” | 

28 TREASURY DEPARTMENT 

Washington, D.C. 

Dec. 27, 1928. 

IT :AR :EE 

GWT-60D j 

Louis Werner Saw Mill Company, 1 

Fullerton Building, • I 

St. Louis, Missouri. 

Sirs: i 

i 

In accordance with Section 274 of the Revenue Act of 
1926 you are advised that the determination of your tax 
liability for the years 1924 and 1925 

discloses a deficiency of $17,484.81 as shown 

in the attached statement. 

In the section of the law above mentioned allows you to 
petition the United States Board of Tax Appeals within 
sixty days from the date of the mailing of this lettbr for a 
redetermination of your tax liability. However, if you ac¬ 
quiesce in this determination, you are requested to execute 
the inclosed Form 866 and forward both original and dupli¬ 
cate to the Commissioner of Internal Revenue, Washington, 
D. C., for the attention of IT :C.P-7. j 

Respectfully, 

D. H. BLAIR, 

Commissioner. \ 

By (Signed) W. T. SHERWOOD 
Acting Deputy Commissioner. 
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Inclosures : 

Statement 
Form 866 
Form 882 
Schedule 1 to 6 
ecO-3 

Copy of 60 Day Letter Filed With Amended Petition 
March 5, 1920 Docket No. 42923. 

29 IT :AR :RR 
GWT-60D 

statement OF RETURNS EXAMINED 

and 

RESULTING TAX LIABILITY 
Returns Examined 

Company Year 

Louis Werner Saw Mill Comapny, 1924 

St. Louis, Missouri. 1925 

Resulting Tax Liability 

Company Year Tax Liability Additional Tax 

Louis Werner Saw Mill 

Company, St. Louis, 1924 $23,075.78 $10,742.84 

Missouri. 1925 9,904.08 6,741.97 


$32,979.86 $17,484.81 

Full details of the adjustments producing the above-stated 
results are contained in the attached Schedules 1 to 6, in¬ 
clusive, and are based on Revenue Agent’s report and in¬ 
formation on file in this office. 

Due to vour failure to submit additional information re- 
quested in conference held in this office October 1, 1928, 
relative to depletion of timber and profit from sale of tim¬ 
ber in the Panola Block, the contentions set forth in vour 
brief dated July 31, 192S, cannot be conceded. 

Depletion of oil and gas for the year 1925 is allowed in 
the amount of $33,126.82 as claimed. 

A copy of the letter has been amiled to Mr. T. Francis 
Campbell, Liberty Central Trust Building, St. Louis, Mis- 


Form 

1120 

1120 
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souri, in accordance with insturctions in power of; attorney 
running to the aforesaid and on file in this office. 


30 Louis Werner Saw Mill Company 
December 31,1924 

Schedule 1 
Net Income 

Net Consolidated income as disclosed 

bv return 
* 

As corrected 
Net adjustment 

Unallowable deductions and additional income 


Ye^r ended 


$i)8,663.52 
184,606.21 

$85,942.69 


(a) Excessive timber depletion 

(b) Profit on sale of timber 

(c) Excessive depreciation 

(d) Income credited to capital 
account 


$46,904.82 

15,634.30 

133.89 

22,036.77 


(e) Excessive depletion oil and gas 11,356.78 

Total ! 

Nontaxable income and additional deductions: 


$ ^6,066.56 


(f) County taxes 
Total 

Net adjustment as above 


$ 123.87 


123.87 


$ 85,942.69 


Schedule 1-a 

Explanation of Items Changed 

(a) The allowable deduction for depletion for the year 
1924 with respect to the V. S. and P. Block is the undepleted 
balance of $5,231.04 in the timber account: 

Depletion claimed $5^,135.86 

Depletion allowable $,231.04 


$46,904.82 


Excessive depletion 
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31 Louis Werner Saw Mill Company Year ended 
December 31, 1924. 

Scheduled 1-a (Continued) 

Explanation of Items Changed — Continued. 

(b) Profit from the sale of timber in the Panola Block 
is computed as follows: 

Selling price in 1918 $1,215,000.00 

Fair Market value as of March 1,1913: 

228,281,000 feet of Pine at $4.00 
equals $913,124.00 

33,771,000 feet of Oak at $3.50 
equals 118,198.50 

7,883,000 feet of Gum at $1.00 
Equals ! 7,883.00 

776,000 feet of Cypress at $4.00 
equals 3,104.00 

1,042,309.50 

Total profit reportable on sale $172,690.50 

Profit $172,690.50 divided by selling price of $1,215,000.00 
equals .14213% profit reportable on each installment. 

Notes paid in 1924 Percentage Profit Reportable 

$110,000.00 .14213% $ 15,634.30 

(c) Depreciation has been allowed as claimed in your 
brief dated Januarv 6, 1928. 


Depreciation charged otY $ 19,372.31 

Depreciation adjusted 19,238.42 

Excessive depreciation $ 133.89 

(d) Net income resulting from income and expenses 
charged and credited to asset accounts respectively as fol¬ 
low’s : 


Panola Timber Account, Net credits 
Black River Far Account, Net debits 


$ 22,090.95 
54.18 


Net Additional Income 


$ 22,036.77 
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32 Louis Werner Saw Mill Company. Yeaf ended 
December 31, 1924. 

i 

Schedule 1-A (Continued) 

Explanation of Items Changed—Continued 

(e) Allowable depletion for 1924 is computed in accord¬ 
ance with Article 201-h of Regulations 65 as follows: 

Gross Income Depletion Depletion Excessive 

from Oil and Gas Claimed Allowable Depletion 

$ 97,368.93 Oil 

$ 28,424.11 Gas $64,249.30 $62,892.52 $lj356.78 

(f) The following taxes paid during the year and capital¬ 
ized are considered allowable deductions in accordance with 
Article 131, Regulations 65. 

Pulaski County, Arkansas $ 23.91 

Quachita County, Arkansas 99.96 


Taxes allowable as deduction $123.87 

Schedule 2 j 

Reconcilation of Surplus j 

Surplus December 31, 1923 (Consolidated) $641jl97.98 

Net taxable income corrected 184^606.21 


Add: 

County taxes capitalized 
Interest exempt 
Domestic Dividends 
Adjustments of 1922 income 
Adjustments of 1923 income 


$825*804.19 

$ 123.87 

332.50 
360.00 
99.26 

11,479.55 12,&85.17 


Deduct: 

Dividends 

Federal income taxes 
Excessive timber depletion 
Profit on sale of timber 
Excessive depreciation 
Income credited to capital account 


$838,189.36 

$ 93,300.00 

12.974.30 
46,904.82 

15.634.30 
133.89 

22,036.77 
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Excessive depletion oil and gas 
Charges to surplus attributable to 
years 1920 to 1923 inclusive 
Donations 


1,356.78 

17,323.70 

189.44 


$209,854.00 


Surplus December 31, 1924 (Consolidated) $628,225.36 

33 Louis Werner Saw Mill Company. Year ended De¬ 
cember 31, 1924. 

Schedule 3 


Computation of Tax 
Net income taxable at 12%% 

Income tax at 12%% 

Previouslv assessed 


$184,606.21 
$ 23,075.78 
$ 12,332.94 


Additional tax to be assessed $ 10,742.84 

Schedule 4 

! Year ended December 31, 1925. 

Net Income 

Net income as disclosed by return $ 25,152.31 

As corrected 76,185.26 


Net adjustment $ 51,032.95 

Unallowable deductions and additional income: 

(a) Profit on sale of timber $15,634.30 

(b) Income credited to Capital 

Account 16,627.35 

(c) Excessive depletion 

Oil and Gas 38,009.72 


Total $ 70,271.37 

Nontaxable income and additional deductions: 

(d) Depreciation Lenwill Saw 

Mill Property $19,238.42 

Total " $ 19,238.42 


Net adjustment as above 


$ 51,032.95 
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34 Louis Werner Saw Mill Company, Year; ended 
December 31, 1924. j 

Schedule 4-a 

Explanation of Items Chaged j 

(a) Profit from sale of timber in the Panola Block is com¬ 
puted as disclosed in Schedule 1-a Iem (b). 

Notes Paid in 1925 Percentage Profit Reportable 

$110,000.00 .14213% $15,634.30 

; 

(b) Net income resulting from Revenue and Expenses 
charged and credited to asset accounts as follows: 

j 

Panola Timber Account—Net Credit $15,522.97 

Black River Farmer Account—Net Credit l,fL04.38 

Net Additional income $16,627.35 

'I 

(c) Allowable depletion for 1925 is computed in accor¬ 
dance with Section 204 (c) 2 Regulations 69, and your pro¬ 
test dated July 31,1928. 

Gross Income Depletion Depletion Excess 

from Oil and Gas Claimed Allowable Depletion 
$120,461.17 $71,136.54 $33,126.82 $38,(^09.72 

(d) The deduction claimed for loss of useful valde of 
Lenwill Saw 'Mill Property as shown in your supplemental 
brief dated January 26, 1928, is not an allowable deduction 
in accordance with Article 143 Regulations 65. 

Depreciation has been allowed on the plant on the same 

basis as claimed in your brief dated January 6, 1927 for the 

vear 1924. 

* 

Schedule 5 

Reconciliation of Surplus j 

Surplus as of December 31, 1924 $628,335.36 

Net taxable income 76,185.2$ 

1 

$704,520.6^ 
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35 Louis Werner Saw Mill Company. Year ended 
December 31, 1925. 

Schedule 5—Continued 

Reconciliation of Surplus—Continued 

Brought forward $704,520.62 

Add: 

Interest on United States obliga¬ 
tions ; $100.51 

Depreciation on Lenwill Plant 19,238.42 

- 19,338.93 


Deduct: 

Profit on sale of timber $15,634.30 

Income credited to Capital Ac¬ 
count 16,627.35 

Excessive depletion 3S,009.72 

Dividends 96,000.00 

Federal Income Taxes 21,305.34 

Donations 2,353.00 


$723,859.55 


189,929.71 


Surplus as of December 31, 1925 

Schedule 6 


$533,929.84 


Computation of Tax 
Net income taxable at 13% 
Income tax at 13% 

Tax previously assessed 


$76,185.26 

9,904.08 

3,162.11 


Additional tax to be assessed 


$6,741.97 
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36 Endorsed: United States Board of Tax Appeals 

Lodged Dec 16 1931 j 

Endorsed: Received Dec 16 1931 U. S. Board Of Tax 
Appeals | 

Filed Jan. 5, 1932 

United States Board of Tax Appeals 

i 

Docket Nos. 30,064 and 42,923. 

Louis Werner Saw Mill Company, Petitioner, 

V * i 

Commissioner of Internal Revenue, Respondent. 

Amended Answer 

Comes now tlie respondent, by his attorney, C. M. 

Charest, General Counsel, Bureau of Internal Revenue, and 

for further answer to the amended petitions herein, admits, 
denies and alleges as follows: 

1. That the above-entitled appeals were tried before and 
submitted to a division of the Board at St. Louis, Missouri, 
on May 4 and 5, 1931. 

2. That included in the taxable net income of the peti¬ 
tioner for each of the respective years involved in these 
proceedings, as set forth in the notice of deficiencies at¬ 
tached to and made a part of the original and/or amended 
petitions herein, is a certain amount, to-wit; $15,634.30, 
representing the proportionate part of the profit of, to-wit; 
$160,390.32, derived by the petitioner from the sale pf its 
Panola Tract of timber on, to-wit; June 1,191 , determined 
by the respondent and/or his predecessor in office tp con¬ 
stitute income taxable to the petitioner in each of said 
years, on the installment plan basis. 

3. That at the trial of these appeals, counsel fof the 
Petitioner stated to the Board, in substance, as follows: 
That it is the contention of the petitioner that undpr the 
statute it had the right to elect whether it would report the 
profit from the sale of its Panola Tract of timber on the 
installment plan basis and that because its books were kept 
and its returns filed on the accrual basis, and no part of said 
profit was ever reported for income tax purposes oii any 

basis, the respondent erred in treating the transac- 

37 tion as a sale on the installment plan basis, and in 
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determining that a proportionate part of the profit 
derived from said transaction constituted income taxable to 
the petitioner for each of the years 1922 to 1925, inclusive. 

4. That on, to-wit; July 31, 1931, the respondent, by his 
counsel, filed a motion for a new trial of these appeals, on 
the ground of newly discovered evidence. 

5. That by its order entered October 12, 1931, the Board 
granted the respondent’s motion for a new trial and restored 
these proceedings to the Circuit Calendar for hearing at 
St. Louis. 


6. That on December 11, 1931, tlie parties hereto, by their 
respective counsel, filed with the Board a certain stipula¬ 
tion of facts, the purpose of which is to avoid the expense 
and delay incident to a new trial. 

7. That by the facts set forth in said stipulation of facts 
so filed with the Board, and bv the documents attached 
thereto as Exhibits “A" to “P”, inclusive, it is shown that 
in his determination of the petitioner’s taxable net income 
for each of the years 1918 to 1921, inclusive, the respondent 
and/or his predecessor in office determined that the sale by 
the petitioner of its Panola Tract of timber on, to-wit; June 
1, 1918 was a sale on the installment plan basis and that a 
proportionate part of the profit derived by the petitioner 
from such sale was included by the respondent and/or his 
predecessor in office in the taxable net income of the peti¬ 
tioner for each of said years. 


8. That the petitioner accepted said determination by the 
respondent and/or his predecessor in office, as set forth in 
paragraph numbered 7 above. 

38 9. Up to the present time no protest or objection 

has ever been made by the petitioner to the action of 
the respondent and/or his predecessor in office in determin¬ 
ing its tax liability for the years 1918 to 1921, inclusive, on 
the basis that the sale by the petitioner of its Panola Tract 
of timber was a sale on the installment plan, and that a 
proportionate part of the profit derived therefrom consti¬ 
tuted income taxable to the petitioner for each or any 
of said years. 

10. That by the acceptance by the petitioner of the deter¬ 
mination and action of the respondent and/or his predeces¬ 
sor in office, as set forth in paragraph numbered 7. 8 and 9, 
above, the petitioner derived a great and material benefit 
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and advantage with respect to its Federal incon}e, war- 
profits and excess-profits tax liability for the year 1918. 

11. Wherefore, the premises considered, the respondent 
prays that the Board may hear these proceedings an^l deter¬ 
mine and hold that the petitioner, by its acceptance of the 
determination and action of the respondent and/or Ifis pred¬ 
ecessor in office, as hereinbefore set forth, and of the 
benefits and advantages derived by the petitioner as k result 
thereof, has elected to report the profit derived by lit from 
the sale of its Panola Tract of timber on the installment plan 
basis and/or that the petitioner is now estopped to d^ny that 
it had made such election. 

(Signed) C. M. CTIAREST 
General Counsel , 

Bureau of Internal Revenue. 
Of Counsel: I 

JOHN H. P1GG, 

Special Attorney , 

Bureau of Internal Revenue. 

12/14/31 

39 United States Board of Tax Appeals 

Filed Mar 7—1932 | 

Received March 7—1932 

U. S. Board of Tax Appeals 

United States Board of Tax Appeals 

Docket No. 42,923. I 

Louis Werner Saw Mill Company, Petitioned. 

v. 

Commissioner of Internal Revenue, Respondent. 

Answer to Amended Petition as Further Amended 

Comes now the Commissioner of Internal Revenue, by his 
attorney, C. M. Charest, General Counsel, Bureau bf In¬ 
ternal Revenue, and for answer to the amended petition 
herein, as further amended by motion of the petitioner filed 
with the Board on December 30, 1931, admits, denies and 
alleges as follows: 
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1. Admits the allegations contained in Paragraph 1. 

2. Admits the allegations contained in Paragraph 2. 

3. Admits the allegations contained in Paragraph 3. 

4. Denies that he erred in determining the tax set forth 
in said notice of deficiency and further denies that he erred 
as alleged in Paragraphs 4 (a) to 4 (c), inclusive, of the 
amended petition, as so further amended. 

5. Denies each and every material allegation contained 
in Paragraphs 5 (a) to 5 (m), inclusive, of the amended 
petition, as so further amended. 

6. Denies generally and specifically each and every ma¬ 
terial allegation contained in taxpayer’s amended petition, 
as so further amended, not hereinbefore admitted, qualified 
or denied. 

WHEREFORE, it is prayed that the Board redetermine 
the amount of the deficiency involved in this proceeding to 
be equal to the amount determined by the Commissioner, 
plus any additional amount which may arise from the cor¬ 
rection of anv error or errors that mav have been committed 

•r • 

by the Commissioner. Claim is hereby asserted for the 
increased deficiency, if any, resulting from such redeter¬ 
mination. 

(Signed) C. M. CHAREST 
General Counsel , 

Bureau of Internal Revenue. 

Of Counsel: 

JOHN H. PIGG, 

Speeial Attorney , 

Bureau of Internal Revenue. 

40 U. S. Board of Tax Appeals 

Filed April 20,1934 

United States Board of Tax Appeals 

Docket No. 42923 

Louis Werner Saw Mill Company Petitioner 

v. 

Commissioner of Internal Revenue Respondent 
Third Amended Petition 

The above named petitioner hereby petitions for redeter¬ 
mination of the deficiencv set forth bv the Commissioner of 

V * 
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Internal Revenue in his deficiency notice IT:AR :RR-GWT- 
60D dated December 27, 1928 and as the basis of its pro¬ 
ceeding alleges as follows: j 

1. The petitioner is a corporation organized, apd exist¬ 
ing under the laws of the State of Missouri with its principal 
office at 122 X. Seventh Street, St. Louis, Missouri.! 

2. The deficiency letter was mailed to the petitioner on 
December 27, 1928 and states a deficiency of Seventeen 
Thousand Four Hundred Eighty Four Dollars, eighty one 
cents ($17,484.81) respectively. 

3. The taxes in controversu are income taxes for the 

calendar years 1924 and 1925 and for the amount of Seven¬ 
teen Thousand Four Hundred Eighty Four Dollars, eighty 
one cents ($17,484.81) j 

4. The determination of tax contained in deficiency letter 
is based on the following errors: 


(a) The failure of the Commissioner to find that 1 certain 
timber was sold by the taxpayer on June 1, 1918, ajnd that 
its value on March 1, 1913 was in excess of cost, and in ex¬ 
cess of the selling price received, and his failure to pse such 
value as a basis for ascertaining gain or loss. In any event 
the Commissioner was without warrant or authoritv of law 

* i 

to set up the transaction as an installment sale; 

(b) The failure of the Commissioner to determine the 
full amount of depletion sustained on the timber cut by the 
taxpayer during the years 1924 and 1925; 

(c) The failure of the Commissioner to determine that 
the taxpayer sustained a net loss in the amount of Twenty 

One Thousand Eight Hundred Fifty Eight Dollars, 
41 eight cents ($21,858.08) during the year 192^ from 
the operation of its Little Bear Saw Mill; | 

(d) The failure of the Commissioner to determine that 

the taxpayer sustained a loss in the year 1925 in the amount 
of Sixty Two Thousand Four Hundred Fourteen Dollars, 
eighty eight cents ($62,414.88); | 

i 

5. The facts upon which the petitioner relies as the basis 
of this proceeding are as follows: 

(a) In the years 1906, 1907, and 1908, the taxpayer ac¬ 
quired certain tracts of land and timber known as the Panola 
Block located in Panola County Texas, and Caddo Parish, 
Louisiana; 
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(b) On March 1,1913 the fair market value of said timber 
—exclusive land—was $1488910.05; 

(c) On June 1, 1918 the timber on the Panola Block was 
sold for a consideration of One Million Two Hundred 
Fifteen Thousand Dollars ($1,215,000.00), the petitioner re¬ 
ceiving cash in the amount of One Hundred Seventy Five 
Thousand Dollars, ($175,000.00) and eighteen notes, each 
for Fifty Five Thousand Dollars ($55,000.00) dated June 
1, 1918 and maturing every six months from December 1, 
1919 to June 1, 1928 and the remaining Fiftv Thousand 
($50,000.00) was to be witheld under conditions of the con¬ 
tract ; 


(d) The Commissioner computed a profit upon this sale, 
amounting to Fifteen Thousand Six Hundred Thirty Four 
Dollars thirty cents ($15,634.30) for each of the years 1924 
and 1925 by using a ratio of 14.213^ as profit on each of the 
One Hundred Ten Thousand Dollars ($110,000.00) received 
by the taxpayer; 

(e) Xo profit was realized upon the sale because the sell¬ 
ing price exceeds the cost of the timber but it is less than 
the March 1, 1913 value; 

(f) On March 1, 1913, the taxpayer owned certain land 
and timber known as the V. S & P Block, on which the stand¬ 
ing timber amounted to 106,239 M feet and had a fair market 
value of Five Hundred Twentv Five Thousand Nine Hun- 

4 


dred Seventeen Dollars twenty eight cents ($529,917.28); 

(g) In the years 1914 to 1918 inclusive the taxpayer pur¬ 
chased additional standing timber of.9,497 M feet at an 
average cost of Two Dollars twelve cents ($2.12) per M feet 
or a total cost of Twentv Thousand One Hundred Thirty 
Dollars ($20,130.00); 

(h) In the years 1915 to 1921 inclusive a toal of 83,654 
M feet of timber were cut and depletion allowed by the 

Commissioner at an average rate of $4.67 per M feet; 
42 (i) In the year 1924, 9,480 M feet of timber was 

cut from the V. S & P Block and the Commissioner 
allowed depletion on such timber cut of Five Thousand 
Two Hundred Thirty One Dollars four cents ($5,231.04); 

(j) The petitioner sustained depletion upon its timber 
cut from its V. S & P. Tract during the year 1924 in the 
amount of Forty Two Thousand Two Hundred Eight Dol¬ 
lars ninety four cents ($42,208.94); 
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(k) During tlie year 1925 the taxpayer began) operation 

of its Little Bear Saw Mill, and in that year sustained an 
operating loss in the amount of Twenty One 1 Thousand 
Eight Hundred Fifty Eight Dollars eight cents ($21,858.08) 
from such property; j 

(l) During the year 1925 the petitioner and the Monroe 
and Texas Railroad Company were affiliated corporations; 
the entire capital stock of the Monroe and Texas Railroad 
Company amounting to Forty Thousand Dollars ($40,000), 
was owned by petitioner on December 5, 1925; petitioner 
had advanced from time to time to said Monroe and Texas 


Railroad Company large sums of money and on December 5, 
1925, the date of dissolution of said Railroad Company, as 
hereinafter stated, the balance due petitioner was $22,- 


414.88; 


(in) 'On said fifth day of December, 1925 said Mpnroe and 


Texas Railroad Company was dissolved and by feason of 


said dissolution, petitioner lost the sum of $40,000.00, repre¬ 
senting the entire amount of its capital stock, and in addi¬ 
tion thereto lost the sum of $22,414.88, which represented 
the balance due on the advances heretofore made bv the 

i * 

petitioner to said railroad company; 

(n) The loss of $22,414.88 was actually ascertained to be 
worthless during the year 1925, but was not taken) as a de¬ 
duction during that vear for the reason that the ICommis- 
sioner of Internal Revenue and the Board of Tax j Appeals 
had ruled at that time that losses by reason of advances 
made to affiliated corporations were not deductible! 

Wherefore, the petitioner prays that this Board njiay hear 
the proceeding and determine its income tax liability for the 
vers 1924 and 1925. 

CHASE MORSEY j 

Counsel for Petitioner, 
705 Olive Street; 

St. Louis Missouri. 

43 State of Missouri. I 

Citif of St. Louis , ss: 

i 

A. B. Pierce, being duly sworn, says that he is thje treas¬ 
urer of the Louis Werner Saw Mill Company, above named, 
and as such is duly authorized to verify the foregoing peti¬ 
tion; that he has read the said petition, or had the same 
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read to him,, t and is familiar with the statements therein 
contained, and that the facts therein stated are true, except 
such facts as are stated to be upon information and belief 
and those facts he believes to be true. 


A. B. PIERCE. 

Subscribed and sworn to before me, this 18th dav of April, 
1934. 

J. A. DEWES 

(Seal) Notary Public 

My commission expires Feb. 26, 1937 
44 United States Board of Tax Appeals 

Filed Mav 1—1934 
Received Mav 1—1934 
U. S. Board of Tax Appeals 
United States Board of Tax Appeals 

No. 42923 

Louis Werner Saw Mill Company, Petitioner. 


v. 

Commissioner of Internal Revenue, Respondent . 

Third Answer to Second Amended Petition 

Comes now the respondent by his attorney, Robert H. 
Jackson, General Counsel, Bureau of Internal Revenue, and 
in answer to the second amended petition of the petitioner, 
admits, denies and alleges as follows: 

1. Admits the allegations contained in paragraph one of 
the second amended petition. 

2. Admits the allegations contained in paragraph two of 
the second amended petition. 

3. Admits tl}e allegations contained in paragraph three of 
the second amended petition. 

4. Denies each and every allegation of error contained in 
sub-paragraphs (a) to (d) inclusive of paragraph four of 

the second amended petition. 

45 5. Denies each and every allegation of fact con¬ 

tained in sub-paragraphs (a) to (n) inclusive of para¬ 
graph five of the second amended petition. 
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Denies generally and specifically each and every allega¬ 
tion contained in the second amended petition not herein¬ 
before expressly admitted, qualified or denied. 

WHEREFORE, it is prayed that the petitioner’s appeal 
be denied and the Commissioner’s determination of de¬ 
ficiency be approved. 

(Signed) ROBERT H. JApKSON 
General Counsel 
Bureau of Internal Revenue 

Of Counsel: 

JOHN H. PIGG 

Special Attorney 

Bureau of Internal Revenue. 

46 U. S. Board of Tax Appeals 

Filed at Hearing 

Mav—4 1931 I 

* 

Div. 1 Docket 30064 j 

United States Board of Tax Appeals 

Docket No. 30064 

. 

Louis Werner Saw Mill Company Petitioner 

v. 

Commissioner of Internal Revenue Respondent 
Agreement to Stipulate j 

It is hereby stipulated and agreed between the Com¬ 
missioner of Internal Revenue and the above entitled tax¬ 
payer by their respective under-signed attorneys, ^hat the 
taxable net income of the above named corporation, deter¬ 
mined by the Commissioner of Internal Revenue shall be re¬ 
duced by adjustments as follows: 

(a) That during the year 1923 the taxpayer received as 
oil royalty the sum of Eleven Thousand Two Hundred 
Twenty Seven Dollars seventeen cents ($11,227.17),! 

(b) That on March 1, 1913, a certain tract of tipaber lo¬ 
cated in Panola County, Texas and Caddo Parish,. Louisi¬ 
ana and known as the Panola Block contained 241^989,000 
bd. ft. of timber, and that the fair market value iof such 
timber was the amount of One Million Fifty Four Thousand 
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Six Hundred Xine Dollars sixty eight cents ($1,054,609.68); 
That said tract of timber was sold on June 1, 1918 for One 
Million Two Hundred Fifteen Thousand Dollars ($1,215,- 
000.00) payable as follows: One Hundred Seventy Five 
Thousand Dollars ($175,000.00) Cash and Fifty Five 
Thousand Dollars ($55,000.00) every six months from De¬ 
cember 1, 1919 to June 1, 1928, Fifty Thousand Dollars 
($50,000.00) being with-held to guarantee the fulfillment of 
the terms of the Contract: It is further agreed that if the 
Board should find that this is an installment sale, to be re¬ 
ported on the installment basis, then the proportion of profit 
to be reported in the years in controversy is as follows: 

Year Amount 

1922 $14,520.93 

1923 14,520.93 


(c) That the petitioner shall be allowed depletion on the 
timber cut from the V. S & P. Block during the vears 1922 
and 1923 at the rate of $4,452 per thousand feet, and that 
during such years the quantity of timber cut, and the de¬ 
pletion allowable is as follows: 


47 


Year 

1922 

1923 


Quantity Cut 
Ft. Bd. M. 

11,389,000 

11 * 214,000 


Depletion 

Allowable 

$50,703.83 

49,924.73 


(d) That during the years 1922 and 1923 the taxpayer 
sustained depreciation on its Lenwil Saw Mill based on a 
10 year life, 10,^ salvage on cost and additions, 1/3 salvage 
on steel rails, and 209r on Locomotive, and that the value of 
said Lenwil Saw Mill on which depreciation at the rate of 
10^ was sustained during years is as follows: 

Year , Cost less Salvage Value Depreciation 

1922 $194,289.17 $19,428.92 

1923 194,416.51 19,441.65 


(e) That the taxpayer sustained depletion on its gas pro¬ 
ducing properties as follows: 

Year Gas Produced Amount 

1922 897,384,200 cu. ft. $ 8,569.70 

1923 2,827,260,200 cu. ft. 29,881.20 

(f) That the taxpayer sustained depletion on oil produced 
on its properties located in the State of Arkansas in the 
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i 

amount of Eight Thousand Two Dollars forty four cents 
($8,002.44) during the year 1922. 

C. M. CHAREST, j 
General Counsel, 

Bureau Int. Rev.i 

Attorney for Commissioner of Internal Revenue 

By JOHN H. PIGG* 

Spl, Atty. j 

Bureau Int. Rev. j 

CHASE MORSEY ! 

Counsel for taxpayer 

At informal conference held at St. Louis, Mo. A]bril- 

1931. I 

I 

48 Endorsed: U. S. Board of Tax Appeals Filed at 
Hearing May-4 1931 Div 1 Docket 42923 

United States Board of Tax Appeals 
Docket No. 42923 

Louis Werner Saw Mill Company, Petitioner, 

v. | 

Commissioner of Internal Revenue, Respondent. 

i 

Agreement to Stipulate | 

It is hereby stipulated and agreed between the Commis¬ 
sioner of Internal Revenue and the above entitled taxpayer 
by their respective undersigned attorneys, that the taxable 
net income of the above named corporation, determined by 
the Commissioner of Internal Revenue shall be reduced by 
adjustments as follows: 

(a) That on March 1, 1913, a certain tract of tiipber lo¬ 
cated in Panola County, Texas, and Caddo Parish, Louisi¬ 
ana and known as the Panola Block contained 241,989,000 
bd. ft. of timber, and that the fair market value of such 
timber was the amount of One Million Fifty Four! Thou¬ 
sand Six Hundred Nine Dollars sixty eight cents ($1,054,- 
609.68); That said tract of timber was sold on June DL, 1918 
for One Million Two Hundred Fifteen Thousand Dollars 
($1,215,000.00) payable as follows: One Hundred Seventy 
Five Thousand Dollars ($175,000.00) cash and Fifty Five 
Thousand Dollars ($55,000.00) every six months! from 
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December 1, 1910 to June 1, 1928, Fifty Thousand Dollars 
($50,000.00) being with-held to guarantee the fulfillment of 
the terms of the Contract; It is further agreed that if the 
Board should find that this is an installment sale, to be re¬ 
ported on the installment basis, then the proportion of 
profit to be reported in the years in controversy is as fol¬ 
lows: 

Year Amount 

1924 $14,520.93 

1925 14,520.93 

(b) That the petitioner shall be allowed depletion on the 
timber cut from the V. S & P. Block during the year 1924 
at the rate of $4,452 per thousand feet and that 9,479,251 
ft. of timber were cut from that Block on which depletion 
in the amount of Forty Two Thousand Two Hundred Six 
Dollars ninety four cents ($42,206.94) is allowable. 

(c) That during the years 1924 and 1925 the taxpayer 
sustained depreciation on its Lenwil Saw Mill based on a 

10 year life, 10% salvage on cost and additions, 1/3 
49 salvage on steel rails, and 20% on Locomotive, and 
that the value of said Lenwil Saw Mill on which 
depreciation at the rate of 10% was sustained during such 
years is as follows: 

Year Cost less Salvage Value Depreciation 

1924 $192,384.16 $19,238.42 

1925 192,384.16 19,238.42 

(d) That the petitioner shall be allowed as a deduction 
from taxable net income for the year 1925 loss in the 
amount of Twenty One Thousand Eight Hundred Fifty 
Eight Dollars eight cents ($21,858.08) sustained in the 
operation of its Little Bear Saw Mill during that year. 

C. M. CHAREST 
General Counsel Bureau hit. Rev. 

Attorney for Commissioner of Internal Revenue 

By JOHN H. PIGG, 

Special Attorney , Bureau hit. Rev, 

j CHASE MORSEY 

i Counsel for taxpayer 

At informal conference held 
at St. Louis April 1931. 
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50 U. S. Board of Tax Appeals Filed Dec. lli 1931. 

United States Board of Tax Appeals 
Docket Nos. 30,064 and 42,923 
Louis Werner Saw Mill Company, Petitioner. 

v. I 

I 

Commissioner of Internal Revenue, Respondent. 

Stipulation of Facts 

WHEREAS, the above-entitled appeals were tried be¬ 
fore a Division of the Board at St. Louis, Missouri, pn May 
4, and May 5, 1931, and 

WHEREAS, counsel for the respondent filed a motion 
for a new trial, on the ground of newly discovered evidence, 
and | 

WHEREAS, the Board granted said motion and entered 
an order restoring these proceedings to the Circuit Calen¬ 
dar for hearing at St. Louis, Missouri, and 

WHEREAS, the parties hereto desire to avoid the ex¬ 
pense and delay incident to a new trial; 

NOW, therefore, it is stipulated and agreed by and be¬ 
tween the parties hereto, by their respective counsel, that 
these proceedings may be considered as resubmitted] to the 
Board on the record as made at the trial at St. Louis, Mis¬ 
souri, plus such additional evidence, if any, that the Board 
may hold to be competent, relevant and/or material by rea¬ 
son of the facts and/or matters hereinafter setj forth 
and/or the documents attached hereto. 

It is further stipulated and agreed that the facts and/or 
matters hereinafter set forth and the documents 

51 hereto attached may be considered by the Board as 
offered in evidence by counsel for the respondent, 

subject to objection by counsel for the petitioner, on the' 
ground that said evidence is incompetent, irrelevant, and 
immaterial, except that such objection on the ground of in¬ 
competency does not extend to the fact that the documents 
to be so considered as offered in evidence are not the orig¬ 
inals and/or to the fact that the original documents, of 
which those hereto attached purport to be copies, have not 
been proven. It is the contention of counsel for petitioner 
that said evidence does not tend to throw any light upon 
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the issues involved in these proceedings, and that the peti¬ 
tioner cannot be held to have elected or to be estopped from 
electing by any of the matters or things referred to in said 
evidence. 

It is further stipulated and agreed by and between the 
parties hereto, by their respective counsel, that if the Board 
shall hold that any of the new matters or things hereinafter 
referred to, and which are to be considered as offered in evi¬ 
dence by counsel for the respondent, are competent, relevant, 
or material, the record may show that if Mr. Pierce, presi¬ 
dent of the petitioner corporation, were called to testify as 
witness in these proceedings, lie would testify as follows: 
“Our accountant advised us to file claims for refund for 
the years 1918, 1919, 1920 and 1921. If such claims were 
not filed it is due to an oversight on our part.” 

It is further stipulated and agreed as follows: 

1. That the petitioner’s corporation income and profits 

tax return for the calendar vear 1918 was timelv 

* • 

52 filed, a certified photostatic copy of which is attached 
hereto as Exhibit “A”: that the tax liability of $4,- 
023.59 as shown to be due by said return, as filed, was paid 
by the petitioner, the last installment of $3,018.59 having 
been paid on June 5, 1919. 

2. That by Bureau letter dated December 26, 1924, a cer¬ 
tified pliotostatic copy of which is attached hereto as Ex¬ 
hibit “B”, the then Commissioner of Internal Revenue 
caused the petitioner to be advised of his determination of 
its tax liabilitv for the vear 1918; that the additional tax 
of $3,518.30 shown to be due from the petitioner by said 
letter, Exhibit “B”, was assessed against the petitioner 
on the “Commissioner’s Assessment List” dated March 


28, 1925, a certified pliotostatic copy of which is attached 
hereto as Exhibit “C”, and said additional tax was paid 
by the petitioner on April 20, 1925: that no claim for refund 
or other claim has been filed bv the petitioner for the vear 
of 1918. 


3. That the petitioner’s corporation income and profits 
tax return for the calendar year 1919 was timely filed, a 
certified pliotostatic copy of which is attached hereto as 
Exhibit “D”; that the tax liability of $19,4S2.61 as shown 
to be due by said return, as filed, was paid by the petitioner, 
the last installment of $4,337.22 having been paid on April 
27, 1925. 
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4. That by Bureau letter dated December 26, 1924, Ex¬ 
hibit “B”, the then Commissioner of Internal Revenue 
caused the petitioner to be advised of his determination of 
its tax liability for the year 1919; that by Bureab letter 

dated March 3, 1925, a certified photostatic copy of 

53 which is attached hereto as Exhibit “E”, the then 

Commissioner of Internal Revenue advised the peti¬ 
tioner of his redetermination of its tax liability for the year 
1919; that by Bureau Letter dated September 29, 1925, a 
certified photostatic copy of which is attached hereto as 
Exhibit “F”, the then Commissioner of Internal Revenue 
caused the petitioner to be further advised as to his rede¬ 
termination of its tax liability for the year 1919; that by 
Bureau letter dated December 4, 1925, a certified photjostatic 
copy of which is attached hereto as Exhibit “G”, the Com- 
misiioner of Internal Revenue further advised the peti¬ 
tioner with respect to its tax liability for the year 1919; 
that no appeal was filed by the petitioner with respect to 
the year 1919; that the deficiency in tax of $10,39^.71 as 
set forth in Exhibit “G” was assessed against th^ peti¬ 
tioner on the “Commissioner’s Assessment List” dated 
February 19, 1926, a certified photostatic copy of which is 
attached hereto as Exhibit “H”, and the full amount thereof 
was paid by the petitioner on March 10, 1926; that nci claim 
for refund or other claim has been filed by the petitioner for 
the year 1919. j 

5. That the petitioner’s corporation income and profits 
tax return for the calendar vear 1920 was timelv filed, a 
certified photostatic copy of which is attached hereto as 
Exhibit “I”; that the tax liability of $7,913.98 as shGwn to 
be due by said return, as filed, was paid by the petitioner, 
the last installment of $1,957.00 having been paid on I>eeem- 
ber 15, 1921. 

6. That by Bureau letter dated March 9, 1926, a certified 

photostatic copy of which is attached hereto as Ex- 

54 liibit “J”, the then Commissioner of Revenue ad¬ 
vised the petitioner of his determination of its tax 

liability for the year 1920; that no appeal was filed by the 
petitioner with respect to the year 1920; that the deficiency 
in tax of $3,804.10 for the year 1920, as set forth in Exhibit 
“J”, was assessed against the petitioner on the “Cofirmis- 
sioner’s Assessment List” dated June 19, 1926, a certified 
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photostatic copy of which is attached hereto as Exhibit 
“K”, and was paid by the petitioner on July 20, 1926; that 
on July 19, 1930 the petitioner filed a claim for refund for 
the year 1920 in the amount of $1,616.56, a certified photo¬ 
static copy of which is attached hereto as Exhibit “L”; 
that said claim for refund was allowed in full by the then 
Commissioner of Internal Revenue by the issuance of a 
certificate of overassessment, schedule #42,098, a certified 
photostatic copy of which is attached hereto as Exhibit 
“M”; that the amount of the overassessment of $1,647.18, 
as disclosed by Exhibit “M” was refunded to the peti¬ 
tioner bv Treasure check dated May 4, 1931, a certified 
photostatic copy of which is attached hereto as Exhibit 
“N”; that said Treasury check included interest due the 
petitioner in the amount of $469.06. 

7. That thei petitioner’s corporation income and profits 
tax return for the calendar year 1921 was timely filed, a 
certified photostatic copy of which is attached hereto as 
Exhibit “O”, that the tax liability of $1,972.81 as shown 
to be due by said return, as filed, was paid by the petitioner 
on March 15, 1922. 

8. That by Bureau letter dated March 9, 1926, Exhibit 

“J”, the then Commissioner of Internal Revenue 
55 notified the petitioner with respect to his determina¬ 
tion of its tax liabilitv for the vear 1921; that no 
appeal was filed by the petitioner with respect to the year 
1921; that the deficiency in tax of $7,297.95 for the year 
1921, as set forth in Exhibit “J” was assessed against the 
petitioner on the “Commissioner’s Assessment List” dated 
June 19,1926, Exhibit “K”, and was paid by the petitioner 
on July 21,1926; that said deficiency in tax of $7,297.95 was 
predicated upon a certain Internal Revenue Agent’s report 
dated June 9, 1925, which was transmitted to the then 
Commissioner of Internal Revenue by the supervising 
Internal Revenue Agent at St. Louis, Missouri, under date 
of June 17, 1925, a certified photostatic copy of which is 
attached hereto as Exhibit “P”; that no claim for refund 
or other claim has been filed bv the petitioner for the vear 
1921. 

CHASE MORSEY 
Counsel for Petitioner 
C. M. CHAREST 
Counsel for Respondent . 
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U. TOTAL or ITXWS 1 TO «n -- - 

DCDUCnOKS. 

12. Ordinary and necessary expenses (except amounts reported in Item 2 above or called for separately below, and not includ¬ 

ing cost or value of capital assets or miscellansoua investments sold during taxable year—see Item 23) (from Sebodule A12). 

13. Compensation of officers (including Hilaries, commissions, and other compensation in whatever form paid) (from■Schedule 

$ 

-15 652.. 72.. 
laJfiDoJoo 

14. Repairs (including labor, supplies, overhead, and other items properly chargeable to repairs) (from Schedule All) . 

15. Interest (except on indebtedness incurred or continued to purchase or carry obligations or securities, other than obligations 

of the United States issued after September 24. 1917, the interest on which is wholly exempt from income tax). 

—-- 

1 

14 \zlt> 

56 

16. Taxee (except Federal income, waryeofita. and exCem-profit* taxes, taxes which are a credit under Section 238, and 


12 022 47 



1 320 75 



1 


19. Amortization of war facilities (from Schedule A19) . 

20. Depletion (if depletion is claimed. Form A (revised) of Mines and Minerals Section should bo obtained from the Collector, 

tilled in, and filed). 

i 

— 

— 


\ _J 9 . 0.1 


21. Total or Itxxs 12 to 20__ %. _ 

22. Dxrrxxxxcx Bxrwxxx Ittus 11 axd 21_____S- 

23. Profit or lorn on aalea of capital assets and miscellaneous investments (from Schedule A23)_$_____ __ 

24. La— sustained during the taxable year from fire, storm, or other casualty, or from theft, not compensated for by insur¬ 

ance or otherwise (from Schedule A24) (extend in last column net total of Items 23 and '»*) _ _|. ._T- 

25 . N’rr Ixcowx son Taxaxlx Yaaa (total of or difference between Item 22 and Item 24. List column) (to be entered aa Item 7. Schedule 1, page 1).1>_ 

SCHEDULE B—RECONCILIATION OF NET PROFIT PER BOOKS WITH TAXABLE NET.INCOME. 

1. Net profit for year per books, before any adjustments are I i I _ ^ L _ 1 * v^.m. ;_ 


1 ' 

_63.Lt7.55„ 


1. Not profit for rear per booka, before any adjustments are 

made «twun» 

2. Unallowable deductions: 

(а) Donations, gratuities, and contributiona_ 

(б) lam >.wm r s c »S u .a»tr»c— s »r» St«t*«—»al4 w ater— Its tks 

V ' L'mM«4 auass. Us fsasnslsaa. sr a fsrstga **mtry.. 


(«) Special i m prove men t taxes. 
(d) Furniture and fixtures, u 


_5&S. JL&. 
14& -52- 
44 S 05 


.5. Nontaxablo iscome: 
(a) Iotereat on oh 


(a) Interest on obligations of the United State* and its 

pnaarmiona, wholly exempt___ 

(b) Interest on obligations of States, Territories, and 

political subdivisions thereof_ 

(e) Interest on Farm Loon Bonds issued under Federal 
Farm Loan Act_ - 

! <f) Dividends on stock of domestic corporations... 

e) Dividends on stock of personal service corporations 
declared out of profits earned prior to January 1,1918 

if) Other items of non taxable income (to be detailed)... 

(P)--j 

<*)--J 


(d) Furniture and fixtures, additions, or betterments 
treated aa expenses 00 the _ 

(t) Replacements c ove r e d by <L<p— 

(/) Insurance premiums paid on the life of any officer or 
employe* for the benefit of the corporation or huainraa. 
(q) laUtsst m Irt i Mshm lacarrW tr n st mx ts y srrt sss «r tarry 
^ •kUraUms sr wea rtt Wa («Usr Uaa sf Us Cailei 

am ss t«—t afur Seatssw m. l»l7) u« is nrm asm «un 

Is wArily ettsjs fSHS h i m si tas_ 

(h) Additions to reserves for bad debts, contingencies, etc. 
(to be derailed) _ 


(m) Other unallowable deductions (to be detailed). 


trenon u *1 Jut task fntt *r Ira* «1tk IW asmti rrpsrtn! 
as 23 aaj 24, Scksdals A taalsss tmlrj tsltag* •* lias 7)___ 


i 24. SeMals A i tains tatry toltar* •* lias 7)....._I ... 

Total.... 


— 6. Charges against reserves for bad debts, contingencies, etc. 
... (to be detailed) . _ 


I imvw t ts aljavt kstk yr**t sr Isss wttk Iks tasuli rv—rted 
•as 23 im 34, trk st s ls A (alia npj kshar* sa lias 3). 


r kslmgs sa lias 2). 


; 8. Taxable net income (Item 23, Schedule A).. 
.! 9. Total_ 


Ad/!.#?! 9j 


!404 80 


SCHEDULE C—BALANCE SHEETS. 

Attach hereto balance sheets ms of the beginning and end of the taxable year (preferably in parallel columns), showing as nearly as practicable the details called for below: 


ASSETS. 

Cash (lacMdlac ea*k In bank and «a hand. e*ft Urates of deposit, etc. V. 

Trade asssasto aad asSss niiksifcli (hstoredsducllac ran r vn Ut 

idUlJ 

Other aMHBts aad aatss wwlakh (to be ds s Utts d). 


i ta be stated ssparstslj). 


ASSETS (CantiBOsd). 

ta Mura «s irsfluai, 


Raw matniala 
Work ID p r u c f . 
Ftntsural prodoew. 
BoppSras. 


V. B. bonds sagebltsattsas (sack Im 
Stock of corporations— 
tonka 
Domestic. 

Beads— 

Kxsmpt ( nam trip s!. State, ska.). 

OUST. 


ToodVoan 

Tootktn. 


Build lan. 

Msrtilserv. 

Tools sod minor XTUtprnmt. 

Dsfcrcry squi pm saU 
one* tanuturv. 

Otter (state etumetor). 

Total. 

lam wn t lor dspradatka. 

Net Valve. 

kasMs, paad wdl. aad et h er Ist isk al i asset! 

{aid lor In cask or otker feasible property. 
Paid lor In stork (Other then stork dividends). 
CrsatoU by stock dtsldmd «r otkarsdse. 

On bonds. 

On stock. 

Total. 


LIABILITIES. 

Notes pa p nMs s 

To oflwn and stoekboklsn. 

To others (Inrhidlns tank loans). 


allowable deduction* (ram i 


the charm ereatlnc which err 
a (to be detailed). 


areas fer send 
allowable dedts 


. »ee.. tke eharxes cresting which aro not 
l inmma (to be detailed). 

t (to be cJasslflsd). 


A corporation having a net incoao of 83,000 or more, which waa in existence during at least one full prewar year, should also a t tac h to this return similar balance sheets (preferably 
i parallel oafsfc s) aa of the beginning of its firat full prewar year and as of Dec ember 31.19 13. Jot Available. _ 

SCHEDULE D—ANALYSIS OF SURPLUS ACCOUNT. 

Attach hereto CU aaai^rfi of the corporation's surplus account, showing the details of all adjustments of surplus for the taxable year, aa nearly as practicable in the following form: 


1. fr t Tpl u a at beginning-of year per books. Deduct: 5. Dividends (state date payable and amount of each, and whether in css!', or 

AddUl Total net profit per boons and per Schedule B (Item 1). in stock). 

3. Other credits >9 mtrplvs (to be detailed). 6. Other debits to surplus (to be detailed). 

A Total of llama L. 2, and S. 7. Surplus at end of year per books. 

A corporation having a net income of 83,000 or more, which was in existence during at least one full prewar year, should also attach to this return a similar analysis of its surplus 
account for its first lull psswar year and for each subsequent year down to the beginning of the taxsible year. -t. * » IT ,vi . _ _ t-m» 




in 

cn 





















Page 3—Income Schedules—Concluded 

SCHEDULES SUPPORTING SCHEDULE A 

* The pchednlea.called for belotr should bejgepared and firmly stapled to this return. Designate each schedule with the number ofc the item in 
Schcdfife A which ft explains. Make schedules on paper of uniform size so far as practicable. In the space provided for the purpose on page 6 list 
all schedules attached to this return, giving the title and schedule number of each. 


SCHEDULE A2i COST OF GOODS SOLD, EXCLUSIVE OF EXPENSES, 
REPAIRS. AND OTHER ITEMS CALLED FOR SEPARATELY. 

In rapport of Item 2. Schedule A. corporations engaged in manufacturing or trading 
operation* should submit an analysis, in reasonable detail, of tho cost of goods sold. This 
statement should ordinarily include the following items hut should not include any 
expense items called for separately in Schedule A. I 

1. Inventories at beginning of period (to be reconciled with balance sheet). 

2. Purchases during period. 

3. Labor and wages ordi.iarilv charged to manufacturing cost on the corporation's 

books, showing the principal items separately. 

4. Other expenses ordinarily charged to manufacturing cost on the torpotmUon’s 

books. (State separa’ely large or unusual items.) 

5. Total. 

Deduct: 

6. Inventories at dose of period (to be reconciled with balance sheet). 

7. Cost of goods sold (Item 5 less Item 8). 

Not*.—I nventories should bo valued at (o) cost or (6) cost or market, whichever 
is lower, provided, however, that whichever basis was adopted by a taxpayer for the 
taxable year 1917 mu< be continued unlew upon application to the Commieioner 
permission is granted to change. If basis (6) is usod it must bo applied to each item in 
the inventory and not to a part only Inventories should be recorded in a legible manner, 
properly computed and summari.'.d, and should be preserved as a part of the accounting 
records of the taxpayer. (See Articles 1581 to 1585 of Regulation* No. 45.) 

State here which of the above-mentioned bases for valuing inventories is used in this 

return_ 

SCHEDULE A3: CROSS INCOME FROM OPERATIONS OTHER THAN TRAD¬ 
ING OR MANUFACTURING. LESS ALLOWANCES. 

Submit a schedule showing the nature and amount of the principal items included 
in Item 3, Schedule A. 

Life insurance companies should enter as item 3, Schedule A, the total premiums 
receive! from policyholders lean such portion thereof as has been paid back or credited to, 
or treated as an abatement of premiums of. such policyholders within the taxahlc year. 
(Sec Articles 546 and 547 of Regulations 45.) 

Mutual marine insurance companies should report as Item 3, Schedule A, tho gross 
premiums collected and received by them less amounts paid (or reinsurance. 

SCHEDULE A4> INTEREST ON OBLIGATIONS OF UNITED STATES OR ITS 
POSSESSIONS NOT EXEMPT. 

Enter in table below the maximum amount of Liberty Bonds and other obligations of 
the United States issued since September 24, 1917 (par value) held at any one time, from 
which interest arms derived during the taxable year: 


L Class or OsuuanOM. 

X muse* A Moore ow 
OBueanom. 

X Maximo* 
Exxxrnox. 


1 

| 






$_ 

10 

or)f> 

i.jQO. 

(tXMSj 


Ik. First tsd Vend Likert? lass* rosrerted 1st* 
Tkird 1 «sk »ii.l Third Likert? toss . 


93. 

~0u00 

.00- 

(Se# 

N«Ce.) 

It addltha ta 
exemption of 
txsst MS? be 
clilMeJ »« u 

2. rirrt Libert? Lean nsrerted IsU Feurth Lass 



se.ooo 

« 

X r-arth Uhertj Task.... 


55 

! cm 

■ 

-aa. 

_ ! 

rtsaaea *r ms? 
be dltldea 

4. Other»bUfitteMi**sr4*tkCrBrp<eakrr24,1917. 

[ „,.T 

i 

_________ 

uwsf thru. 


Not*. —This exemption as to Items la and lb {'maximum 3-15,000) is limited to one 
and ont^half times the amount of bonds of the Fourth Liberty Loan originally subscribed 

for and still held. State that amount here, 3_ 

In order to ascertain the amount to be entered as Item 4. Scehodule A, refer first to tho 
table above. 

If the amount entered in column 2 of the table for any class of obligations exceeds 
the maximum exemption for the same class of obligations plus any part of tho $5,000 
exemption assigned to that claw (see column 3), attach hereto a schedule showing in 
separate columns the following information: 

(а) Chum of obligations. 

(б) First and last date* of each period during which the corporation’s holdings of that 
class of obligations remained unchanged. 

(*) Amount of obligations of that class held by the corporation during each such period. 

(d) Amount by which each amount entered in column (e) exceeds the maximum exemp¬ 
tion for that class of obligations. 

(e) Rato of mtonwt. 

( J ) Interest derived from each amount of principal stated in column (d). 

For the purpose of showing changes in holdings and applying tho exemption, chases 
la and lb must be taken jointly, but for the purpose of computing tho taxable interest 
they must bo entered separately. 

Enter as Item 4, Schedule A, the total of column (/) for all classes of obligations. 
Submit also a statement showing the amount of interest derived from bonds and 
other obligations of the United States and its possessions, exclusive of those described in 
the table above. 

SCHEDULE AS: INTEREST FROM OTHER SOURCES. 

Submit a schedule showing the source, nature, and amount of the principal items 
included herein, tho minor items being grouped in one figure. The total of the schedule 
should be entered as Item 5, Schedule A. 

For interest on foreign bonds submit a schedule showing (a) name of ; country; 
(6) kind of obligations (whether national, state, municipal, or corporate obligations); 
(e) amount of principal; and (<f) amount of interest. 

SCHEDULE AS: DIVIDENDS ON STOCK OF FOREIGN CORPORATIONS. 

Submit a schedule showing (a) name of corporation; (5) country in which organized; 
(c) total par value 0 f stock held; and (<f) amount of dividends. 

SCHEDULE A10: GROSS INCOME FROM ALL OTHER SOURCES EXCEPT 
DIVIDENDS (not including any amount in respect of capital assets or 
miscellaneous investments). 

Submit a schedule showing the source, nature, and amount of the principal items 
included herein, the minor items being grouped in one figure. Tho total of the scbodulo 
sfieold be entered as Item 10, Schedule A. 

SCHEDULE A12: ORDINARY AND NEC E SS ARY EXPENSES (except amounts 
caHad tor separately in Schedule A and not including coat or value of 
c api tal aaeets Or. m is c ella n eous investments sold during year). 

Submit a statement showing character and amount of the principal items includod 
in Item 12, Schodule A. 


Insurance companies should state separately in Schedule A12 (a) the net addition 
required by law to be made within the taxable year to reserve funds (including in the 
case of assessment insurance companies the actual deposit of sums with State or Terri¬ 
torial officer- pursuant to law as additions to guarantee or reserve funds; and (M the total 
of sums other than dividends paid within the year on policy and annuity contracts. 

Corporations issuing policies covering life, health, and accident insurance combined 
in ono policy issued on the weekly premium payment plan continuing for life and not 
subject to cancellation should report in Schedule A12 such part of the net addition 
(not required by law) made within the taxable year to reserve funds as is required for the 
protection of the holders of sueh policies. 

Mutual marine insurance companies should report in Schedule A12 amounts repaid 
to policyholders on account of premiums previously paid by them and interest paid upon 
such amounts between the ascertainment and the payment thereof. 

Mutual insurance companies (other than mutual life and mutual marine insurance 
companies' that require their members to make premium deposits to provide for losscv 
and exporters should re)>ort in Schedule A12 the amount of premium deposits returned 
to their policyholders and the amount of premium deposits retained for the payment of 
losses, expenses, and [reinsurance reserves (unless deducted clsowhcre in Schedule A). 

SCHEDULE A13: COMPENSATION OF OFFICERS. 

Submit a schedule showing for each officer (1) name, (2) duties, (3) time devoted 
to such duties. c4) shares of stock owned, (51 total aunual compensation for the yutrs 
1916, 1917, and 1918, and (6) reasons for increases. 


SCHEDULE A18: EXHAUSTION, WEAR AND TEAR (including obsolescence). 

Submit a columnar schedule containing, in tho most practicable form, substantially 
the following information: 

1. A classification of depreciable aiwts subdivided on tho hoses of (a) cluuugtcr, (b) 
term of useful life. 

2. The fair market value of such assets March 1,1913, if acquired before that date. 

3. The cost of such assets if acquired after February 29, 1913. 

4. Tho estimated life or term of reasonable usefulness of such owets from date acquired 
or from March 1, 1913, as the case requires. Give reasons for your conclusions. 

5. For each class of asssts state— 

(<i) The total amount of depreciation from March 1, 191 J, to the beginning 
of the taxable year. 

(b) The total amount of depreciation (exhaustion, wear and tear, indudiiig 
obsolescence) claimed for the taxable year. 

6. A reconciliation of all figures shown in this schedule with corresponding figures 
reflected in the balance sheets. 

SCHEDULE A19: AMORTIZATION OF WAR FACILITIES. 

If amortization of war facilities is claimed the taxpayer is required to submit with this 
return die information and schedules called for in Articles 191 to 187 of Regulations -15. 

SCHEDULES A2J and A24; PROFIT OR LOSS ON SALES OF CAPITAL ASSETS 
and miscellaneous investments, and losses sustained during the taxable 
year from fire, storm, or other casualty, or from theft, not compensated for 
by insurance or otherwise. 

Submit a columnar schedule setting forth for each sale of capital assets or of miscellane¬ 
ous investments and for each loss during tho taxable year the information called for below: 

1. Description of property sold or of property in respect of which a loss is claimed. 

2. Date acquired. 

3. Fair market price or value on March 1, 1913, if acquired before that date, or cost 
if acquired after February 29, 1913. 

4. Cost of improvements, if any, since February 28,1913, or since date of acquisition. 

| if acquired after February 28,1913. 

5. Total of Items 3 and 4. 

Lew— 

6. Depreciation or depletion of property subject thereto— 

(a) Per books. 

(b) Accrued but not on books. 

7. Salvage value, if any, of property on which a loos is claimed, 
i 8. Amount of insurance or other recovery on property, if any. 

9. Proceeds of sale or cash value of property received in exchange (for transactions 
falling in Item 23, Schodulo A) (boo Note). 

10. Total of Items 6 to 9, inclusive. 

11. Profit or loss. 

12. Cause of loos (for losses falling in Item 24, Schedule A). 

Note. —Submit evidence substantiating the liasis usod by you in arriving at the cash 
value of property received in exchange for other property. 


COMPENSATION AT RATE OF 33,000 OR MORE PER ANNUM. 

Submit a schedule showing for each employee (if a stockholder of the corporation), 
whose comjwnsation is at the rate of $3,000 or more per annum, facts similar to those 
called for in Schedule AJ3. 

WORKING PAPERS. 

Every corporation should preserve, available for inspection by a revenue officer, 
working papers showing— 

1. Tho balance in each account on the corporation’s books that was used in 

preparing Schodule A. 

2. The amount deducted from each such balance on account of each class of non- 

■ taxable income, unallowable deductions, and other adjustment* indicated 

in Schedule B, with a reference to tho number of the item in Schedule B 
in which each amount so deducted was included. 

3. The remainder of each such balance, analyzed to show the amount included 

in each item of Schedule A, with a reference to tho number of tho item in 
Schodule A in which each such amount was included. i—«eo 


SCHEDULE A14: REPAIRS {including labor, supplies, overhead, and other 
items properly chargeable to repairs). 

Submit a schedule showing the nature and amount of the principal items included 
in Item II, Schodule A. 

Incidental repairs, which do not add t«> the value or appreciably prolong tho life of 
property, are deductible as expemn*. E\j«enditun-i for new buildings or for jwnuaacnt 
• improvements or l>ettenner.ts wliich increase the value of the projvrty are chargeable 
to capital account. Ex)>enditunv for restoring or replacing property are uot deductible 
uuder this or any other item of the return. Such expenditures are chargeable to capital 
account or to depreciation reserves, depending on the treatment of depreciation on tho 
hooks of the taxpayer. 


I 
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Page 4—Invested Capital Schedules 

SCHEDULE E—CAPITAL, SURPLUS, AND UNDIVIDED PROFITS AS SHOWN BY BOOKS BEFORE ANT ADJUSTMENTS ARE MADE THEREIN. 

'E4. Stork artuallr outstanding at tbe end of tbe preceding taxable year should bo 
entered in this schedule to tbe extent that tt to paid np. If Mock or ■barre were issued at 
a nominal value or without par value, the entries Mould reflect U>e amount* on tho books 
in rrepect thereof xt the doss of tb« preceding fixable year. » 

ES. Tins item should inrlode paid-in surptaaper books at the and of the preceding 
y*tr. If any amount is claimed trader Section 32&<*)(2) «*f the Revenue Act of 1918 or 
tinder Article 837 of Regulation* 48 the amount claimed should be entered Binder Item 1, 

Schedule F, and not in this schedule. 


E7. Reserves which represent allocations of surplus and ■ ■•* BofcaenmnlsUd through 
deductions made in computing net income as returned in previous yea is may, if properly 
explained, be entered on lino 7. Such entries should be identified and if nocomary 
reconciled with balance-sheet:--— 


E9. The cost (or book value if different from cost) of treasury stock held at tho end of 
the preceding taxable year should be deducted on hna 9. if the par value of such stork is 
included in tho amount entered on line 4. Treasury stock includes all stork reacquired by 
the corporation and not canceled, regardless of tba reason for tl*o acquisition. 




Cl. Ia any patent, copyright, secret process or formula, food will, trade-mark, trade 
brand, hunch aw, or other wmilar m tangible property, paid In for neck, entered on the 

books of the corporation at a value in exc w of ita sctnal cash value when paid in?__ 

In excess of the par value of the stock issued tbrvefcr?_fo_ Is the aggregate of such 

Meets acquired prior to March S, 1917, entered on the books at a value in atoms of 25 

per cent of the par value of the atock outstanding on March 3, 29177 _Ho_ la the 

aggregate of such assets entered on the books at a value fat excess of 25 per cent of the 

par value of the stock outetandiag at the beginning of the taxable year? Jfa 

If the —uer to any of the f er eg oing qn a e rio as la *ym,” submit a statement riwsiai 
separately with respect to such assets acquired (11 before March 3,1917, and (2) on or 
after that date: (e) Date of acquisition; (6) cash valuo at that date, with a complete ex¬ 
planation of the basis upon which such cash vmlne was determined; (c) par valuo of tho 
■lock issued therefor; (d) per valuo of total atock outstanding March 3, 1917; (e) par valuo 
of total atock outstanding at the beginning of the taxable year; (/) the value at which 
each assets are entered on the books of the corporation. 

If all the int angi b l es were acquired before March 3.1917. the ea se un t by which (f) cx- 
creda(8), (c), 25 par cent of (d), or 25 per cent of (r), whichever is lowest, must be entered as 
lteml.BcheduleG, far the taxable year and for each year of the prewar period that is affected. 

If the intangibles were acquired on or aftre March 3,1917, (he amount by which the 
entry in (/) relating to such intangibles exceeds (5) or (c) relating thereto, or 25 per cent of 
(•), whichever is lowest, must be included in Item 1, Schedule G, for the taxable year: 
Provided, that if intangibles were acquired before March 3,1917, and also cm or after that 
date, deduction shall be node >n that the amount fax-haded in invested capitsi forthe aggre¬ 
gate of intangibles shall not exceed 25 per cunt of the par value of the kAal stock outstand¬ 
ing at the beginning of the taxable year. 

Kars.—If the slock of the corporation was hawed at a nominal value or wijfc o u t par 
value, for the purpose of the computation under Item 1 the par value shell be deemed to bo 
the fair market value as of the date or dates of fame. The aggregate value ar> determined 
of stock outstanding on March 3,1917, or at the beginning of the taxable year, shall bo the 
byifloc th# COttpoUfiML 

GZ. Iaany tangible property, paid ia for stock, entered on the hooka of the corporation 

at a value in esteem of its actual cash value when received? ^0_ In excem of the 

par value of the atock paid therefor? HQ 

If the answer to either of the foiegoing q u wtkn s Is m rm, n submit a s tatem ent showing 
(a) kind of property; (9) when acquired; (e) par value H the etock paid therefor; (d) actual 
cash value of the property when paid in; (f) the basis on which that value was determined; 
(/) valuo at which the property si entered on the corporation’s books; and (y) amount by 
which such value exceeds the allowable value under section 323 (a) (2) of the Revenue 
Act of 1918. Enter this amount as Item 2, Schedule G, for the taxable year and for each 
year of the prewar period that ia affected. 

GJ. (a) W» any stock imoed by the corporation ever returned tea gift or for a consider¬ 
ation substantially leas than its par value? Bq. (&) If so, whet was the total par 
value of such stock? > £ (c) TFhat was the considecatiao paid for the return 

thereof? t-— (d) Vrbat amount of cash or Itaequhralentwasderived from tbe 

resale of such stock? I--- (i) What entries were made in the accounts to evi- 

ifauoe the return the resale of such stock? _... . -■ 


The excem of (5) over (J) must bo entered as Item 3, Schedule G, for the taxable year 
and for rech year of the prewar period that ia affected. However, no deduction is neces¬ 
sary if adoquate adjustment has boon made under Item 2 of this schedule. 

G4. Was the business reorganised or consolidated or was its ownership changed or 

was there a change in ownership of pro p erty after March 3,1917? If so. answer 

the following questions: 

(a) Did an interest of 50 par cent or more in the bus i nes s or in tbe pro p ert y which 
changed ownership remain in the control of the same psrsoos, corporations, associations, or 

partnerships, or of any of them ? Kg 

(5) Were any of the assets entered on the books of the corporation e>.v.'n g this return 
at a higher value than on the books of its predscemor? Bo 

(c) If such previous owner was not a corporation attach a statement showing (1) tho 
cost of acquisition to the previous owner of any asset so tiamderred or received; (2) expendi¬ 
tures subsequent to that date for betterment or development, not deducted as expense or 
otherwise since March 1,1913, by such previous owner; (3/The allowance for depreeiktion, 
depletion, or impairment since the date of acquisition by such previous owner. 

(d) If sD, or substantially all, of tbe property was acquired from a corporation during 
tbe taxable year attach hereto balance sheets of such predecessor corporation as of the b*-gi u- 
n‘ig of the taxable year and as of the date immediately prior to tbe transfer of the property 
to tho corporal ion making this return, and also a balance sheet or statement of the coq(ora¬ 
tion making this return wowing tho values at which such property received or Uanzferecd 
was entered on the books. 

The increase in book value of any property acquired by reorganisation, consolidation, 
or cliange of ownorship, over the amount allowable to tho predecessor corporation or over 
tbe amount as computed under (el, if the previous owner was not a corporation, must 
be deducted from tho invested capital for the taxable year as Item 4, SchuduW G. 

GS. Is any property (including physical property, securities, and intangible property) 
paid for with caw or with other tangible property entered on tho books of tho corporation 
at a value in excess of tbe amount of cash paid therefor or tbe actual cash valuo of the 

tangible proper ty paid therefor ? _ M so, submit a statement showing (a) kind of 

property; (b) amount of cash paid therefor; (c) actual cash value of other tangible property 
paid therefor; (d) how that value was determined; (<) value at which the property in 
entered on tbe books of tbe corporation: and (/) excem of («) over (5) or (e). This excess 
must be entered os Item 6, ScheduloG, for tbe taxable year and for each year of the prewar 
pariod that is affected. 

GO. Has adoquate provision been made in the expense accounts of the company for 
(a) looses of every kind? Ym*. ; (6) depre c iati on ? . Y.tfl.. ; (e) obsolescence? 

(d) depletion of mineral deposits, timber supplies, and the like? 

If adequate charge has not been made for depreciation, depletion, obsolescence, and 
other loesre, and the value of the property has not been maintained by replacements that 
have been charged to expense, proper aaditiuqal charges therefor must be computed iur 
all years in which they w e re not made on tbe books, and the total amount oi such charge* 
must be entered as Item 6, Schedule G, for the taxable year (and for each year of the pro- 
war period that was affected) and deducted in arriving at the surplus and undivided profits. 
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Page 5—Invested Capital Schedules—Continued 
SCHEDULE G—ADJUSTMENTS BY WAY OF DEDUCTIONS (Concluded). 


True. 


I 


mi 


1912 


JL V*iu*U«n of pattawt*. mprrlctiia. rocru p wwm «r forma hr, (nod wilt, ' 
ir-lrmito, in* brimAs, fnrcUa**, or «h«r ismnrtbl* proporty .. -t., 

2. Valuation of tangible prope rt y paid in for stock- 


191) 


TvxnwrTrta. 


X Mteck returned to tbe corporation as a gift, etc__ 

4. Valuation of assets acquired in reorganization* .. 

r.. Appreciition__ _ _ 

4. Depreciation and depletion____ 


X. 

! N I 


I f 


I | 


! I 




’ SCHEDULE H—CHANGES IN INVESTED 

1. Chance* in invested capital during the taxable year ordinarily ari*o in one or 
snore of tho folio wine ways: 

(а) Additions by reason of the sale of capital stock or tire issue of capital stock 

for tangible or other assets. 

(б) Liquidation of part of the capital by retirement of stock or purchase of treas¬ 

ury stock not out of current earning*. 

S Payment of cash dividends out of earnings of prior veara. 

Deduction of the amount ol Federal in«-omc and «<•««•-profit* taxes for tho 
previous war. 

(e) Payment n( assessments bv stockholder*, or creation of paid-in surplus by 
contribution of stockholder*. 

Specify (by using red ink for distributions, or otherwise) whether each item 
represents an addition or a distribution. 

2. Report dividend* paid out of profits of prior years but not dividends paid out of 
profits of the taxable year. Anv distribution made during the first €0 days of tho taxable 
year shall be deemed to have "been made from earnings or profits accumulated during 
preceding taxable years; but any distribution made during tho remainder of the taxable 


,w 


Oft*. 


CAPITAL DURING TAXABLE YEAR. 

year shall bo deemed to have been made from tho profits for that year to tho extent that 
such profits are sufficient. (See Article 1341.) 

3. If stock is issued for cash, the actual cash received (but not the amount of dis¬ 
count) should bo entered in this schedule. Assets (other than cash) paid in for stock 
must be valued in accordance with Section 326 (a) (21 of the Rcvcnuo A< t of 191*. 

4. Tho amount of Fcd-ral income and cxeess-profii* taxes payable should be deducted 
as of the date when due and payable whether reecrvc* have Wen set up on the boob 
or not. (See Article Mi.) 

5. If capital stock of the corporation is reacquired but not paid for out of current 
profits, the cost of such stock should be deducted iroin invested capital. 

6. Tho data called for in columns 1 to 5 should be given for all transactions, except 
that columns 3 and 4 are applicable only to tho issue or reacquisition of the corporation's 
stock. 

7. In Column 6 enter the number of days remaining in tho taxable year (including 
the date of change). 

8. The net changes, if not in accordance with the increases or decreases reflected in 
tho balance sheets, should he fully reconciled therewith. 


1. Natvbe or Aromas* axt> Dwruist-noM. 

j). Numraorl 
2. Pat*. *■*«■■** 1 

1 RKACavnZD. i 

4. TrroaCAta, 
State IUut* 

1 m kiaul 

V Awocst or Cash oa Cash 
Vaivc Act*ally Received 
oa 1 ’ah> Oct. 

8, Ncs.r* 1 7. Awustbd Atebaoe. 

or P\Y* / Column S X Column ft \ 

ErrzcTtva. |( Xumlirroldoysln Uublr y*ar./ 

i. dividends..paid Tune 1, 1918 .$.* 

$. 


000 

on 

L U 

m 1 

t>7 

2 . t«t far 1917 OLtid June 15 a ly!8 _.1 

. 1 .2 

>448 

l05 f . 1 


L .1. .. 

325 ] 

10 

, 

1 l 

; i 
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i 1 i 


8. 

1 1 
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1 

i 

• I 
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9. ____ 

J. 

| 

.. 


1 


1.9.7.... 

l&9.Q..laL 


SCHEDULE J-CHANGES IN INVESTED CAPITAL DURING PREWAR YEARS. 

(Compute the net addition or reduction separately for each year. Pee instructions under Schedule II.) 



1. Natuee or Apomoss axo Durmrnoxi. 

X Date. 

X Nonas* or 
Beabes SOLO 
oa 

Reacuvtbed. 

4. IrroaCAsa. 
State ran 
rza Seake. 

X Auocxt or Case oa Cash 
Value Actually Received 
oa Paid Out. 

ft. No. or 
Pat* 

tmcntL 

7. Adjusted Amuci 
/Column S X eoliimn «\ 
\Numherordiyitn yw. / 

i. 

- 

[ 
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i 1 I i 

1 1 
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4. 


i 


1 | 

| 



i I 



i 


y 


! 

1 

•1 

1 i 

1 

1 .J 





c. 
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10. 
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SCHEDULE K—CHANGES IN INVESTED CAPITAL FROM END OF PREWAR PERIOD TO BEGINNING OF TAXABLE YEAR, NOT SHOWN IN SCHEDULE E 

(See instructions under Schedule IT, so far as applicable.) 


- - 1 - ' -- =LTffi- a n 

1. Natusl or Aumtioms axd Piutiusitions. 

X Pate. 

X Nc.hru or 
8nAE.ES Mo it) on 
IlEACqUIBLn. 

4. Ir x« Cjum, 
STATE I’BJCB ran 
Brake. 

! &. Amount fir Caw oe Cam 

Vai.uk Actually Ujccbjy&d os 
Paid Out. 
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Page fc—Invested Capital Schedules (Conci~\e^) Questions: 
SCHEDULE L—INADMISSIBLE ASSETS. 

mm to (i. stocks. bands, mad other obligations, I and the amount held at the on !tLe>w». In 

' * I *-- ~-' • /1\ «V A W.1__ 


Hm tbs corporation may iwadimarihle mM (i.stocks, bonds, mad othar obligations, 

xcept obligations of the United States, the income from which ia aot taxable)? - 

11 mo. attach hereto a etatemsnt showing far Mil, 1912.1913, aad the taxable year, 
separately, the facts called far in Item* (a) to (/) of thfa schedule. 

If the income from much manta consfata ia prut of gain or profit from the ale or other 
disposition thereof, or if all or pert of the iateroet derived from each assets fa in effect 
included ia the aet income b ec au ee of the limitation on the deduction of inter sto tinder 
Section 234 (•) (2) of the Revenue Act of 1918, thru a eorreepooding pert of the capital 
inveetrd ia each amete fa deemed aa admirerbk asset. la eocn cam, at forth in detail— 
(a) The varioaa kinds of income derived from each eaate aad the ermpatation of the 
part of the capital inveated therein which fa deemed aa ad mimih le met. 

For the purpose of thfa ached ole. iaadmiaible amete ahall be valued at coat of ecquin- 
tioa except that if the taxpayer ha ia previous yearn been allowed a deduction on account 
of the Ullin the market valueof securitisa, suchasset*shall be valued atcoetleathe deduc¬ 
tion allowed. Admfaribleaareta shall be valued a# provided in Section# 328,330, and 331 
of the Revenue Act of 1918 aad Articla 831-889,931-934. aad 941 of Regulation* 45. The 
avenge amount of aaata of each kind held during may yea may ordiaanly be determined 
by dividing by 2 the sum of the amount of each seats held a the beg innin g of the year 


and the amount held at the eo ? the year. In such earn tho ar . of admissible areet* 
may beet be determined from (1) the balance sheet a of th» Deginnlng of the year 
miputod with respect to the items la Schedule* F aad 6, aad (2) the balance afreet a of 
the end of the year correspondingly adjusted. But if at any time during the year a eph- 
afanlial change has taken place in the amount of inch assets, the avenge amount (oust bo 
determined a provided in Article 852 of Regulations 45 . la euch cam, show ia detail— 

(A) The computation of such amount. 

State also— 

(e) Amount of iaadmfarihlo assets held at beginning of the year. 

I Id) Amount of inadmissible ameta held at end of year. 

(«) Average amount of inadmimible aaaets held during year. 

U) Amount of edmfamble assets held at beginning of the year. 

M Amount of admissible amete held at end of year. 

(a) A renew amount of ndmimible assets held during year. 

(0 Sms of (*) plus (A). 

m Percentage which (r) fa of (t). 

Thfa percentage (i) far eeeh year should be applied to the figures lor that yeer appoarinf 
on line 7, Schedule II, in order to obtain the deduction on account of inadmissible assets 
which rfwuld be entered on line 8, Schedule II. 


KIND OF BUSINESS. 

1. Explain below the nature of the cocporatfaa'e bum ness in e u ffiri cn i detail to show 
in which of the fallowing general claaaea of activities fa falls: 

(1) Agriculture and related industries, including fishing; (2) min i ng , ouarrying, and 
related industries; (3^manufacturing; (4) constructiontrading; (8) transportation; 
(?) etorege; (8) other services; (9) banking and insurance. 

2. If the burinsaa falls in any of the classes from 1 to 5, elate the special product or 

products handfad; if in nhuu 5, state whether wholesale or retail, or both; if in clam 8 ( state 

whether rail, water, or other, whether general or local, and the special commodities (if 
any) transported; if in clasa 7, state the medal commoehties stored (if any) or the special 
tind of storage; if in class 8, state in detail the kind of service rendered; if in dam 9, mate 
the branch of banking or insurance engaged in. 

3. In all exam state whether the corporation acta aa principal (using its own capital) 
or as agent or broker (on coouniarion) or as both. 

(o) Main businrm_ Jffg....t I«ll0.W PlH«. LuakOX-.l-.. 


QUESTIONS. 

I AFFliADONS WITH OTHER CORPORATIONS (TO BE ANSI. 


(a) Main 


(A) Collateral burin em a a . If nny..,*^—, . DOJlfia.. 


. t . 


OTHER CONCERNS IN SAME BUSINESS. 


4.' Enter on the following Hoes the names aad addresses of five r e pr ese nt a ti ve con- 
..cegpsic vn .jr locality or section of the country engaged imtb^pae kind of burinesK 

Ct^ 7Lumber Co, Kar.roe .. 

£re*«nt.. * .;." .. 

.. Sterling .• • Bastrop.* La* ... 


INCORPORATION. 


5. Date of incorporation 12.»_-.19.$.?- 

8. Under the lawrof what State ercontry?. 2 


PREDECESSOR BUSINESSES. 

V. If the corporation was aot in existence during the whole of any one of the eahwwU* 
eb 1911-1913, is its business substantially a continuation of a business carried on during 


any one or more of thorn yean? 

a ddress at which, its business was then carried on 


If so, give name under which, and 


ACQUISITION OF MIXED AGGREGATES OF ASSETS. 


8. Bid the ciwpcwatioa ever take ever a going businam or otherwise acquire a mixed 
a g r s^te of tangible property, patents and copyrights, aad rood will and other rimilar 
intangible property, aad pay for such property ia whole or in part with stock or other • 

securitise?_.*©.•_________ 

9. If so, submit a statement ahowfa^— 

(“) The name of the oonoam taken over (<* from which the property was 
acquired); * 

(A) The aai arc of the amefa aad liabilities an acquired; 


AiTUAXIONS WITH OTHER CORPORATIONS (TO IE ANSI. J) BT EVERT CORPORATION). 

11. Do you own directly or control through doedy affiliated interests or by a nnminrn 
or nominees over 50 per cent of the outstanding capital clock of another corporation or of 

other corporations? So._ 

12. Is over 50 per cent of your capital stock owned by another corporation or by two 

or more corporation* that are affiliated? Up ,_ 

13. Is over 50 per cent of your capital stork as wdl aa over 50 per cent of the capital 
stock of another corporation or of other corporations owned or controlled by tho same mdi 

vidual or partnership or by the same individual* or partnerships?_ 

14. Is thfa return a consolidated return within the meaning of Article* 631 to CSS. in¬ 
clusive, of Regulations 45? — ,rr'~ _ 

15. Affiliated corporations aa indicatc^in 11, 12, or 13 above must comply with the 
following requirements: 

18. If the answer to question 11 fa “ye#.” submit a statement showing for each of the 
corpora tines over 50 per cent of whose stock fa owned or controlled by you, cither directly 
or through closely affiliated interests or by a nominee or Dominoes:— 

(a) The name and address; 

(A) The total par value of the outstanding capital stock at t£c bevriocing of the 
taxable year, and the date and amount of each change th<o>in; 

(c) The total par value of such outstanding capital stock owned or controlled by 

you at the beginning of the taxable rear, or at the d.to of acquisition if 
acquired during the taxable year, ana the date and amount of ouch change 
1 therein. 

17. If the answer to question 12 fa “yea,” state— 

(a) The name aad address of such corporation or corporations; 

(A) The par value aad percentage of your stock held by each. 

IS. If the answer to question 13 fa “ vos,” submit a statement showing— 

(«) The names and addresses of such corporations; 

(A) The name or names and address or addresses of th*. owning or controlling 
interest or interests; 

(e) The total par value of the o utst a ndin g capital stock ot each corporation at 
the bepnuiag of the taxable year, aad the date and amount of each change 
therein; 

(d) The total par value of the outstanding capital atock of each corporation owned 

or controlled by each one of the aevuml individuals or nartit—shi r- _ 

beginning of the taxable year, and the date aad amount of each 
therein. 

19. If tho answer to question 14 fa “yee, ,, the information furnished under 16 and 18 
should identify tho corporations included in the consolidation. 

* 20. Ifone corporation own* 95 per cent or more ol the atock of another, or if 95 per cent 

or more of the stock of two or more corporations fa owned by the same individual or indi¬ 
viduals in substantially the some proportion, a consolidated return must be filed, except 
tlfat the limitation# as to consolidation under Article 835 must be observed. If the owner¬ 
ship fa less than 96 per cent, bat exceeds 50 per cent, the parent corporation or principal 
cnrpomtion'of any group of affiliated corporations must furnish the information called tor 
above and in addition must file a statement fully disclosing the details of affiliation other 
than stock ownership and all other information which will be helpful in determining 
whether or not a c o nso l idated return should be filed. 

’VALUATION OF CAPITAL STOCK. 

21. What wae the fair value of the total capital stock of the corporation as determined 
ia the fast aamanent of the capital stock tax (if any)? |.6.$l>.t.5.Sj&aj£.9 Bate of that 

._ _ June 1918... 

LIST OF ATTACHED SCHEDULES. 

• *• * 

Make below a list of all schedules attached to thfa return, giving for each a briof f'tle- 
and the schedule nunber. 

..A—2wreCoat—of.JoocLS-fjold—...--- 

_ Sl.jtJtlXl9X.99%. ppcelyed........ 

.JLft..r...Ul0CeX3dVD ...- 

_12-._G«nexaI ,32xpens. 9.0 ___ 

u .13- Compensation of ..Off icaxaTi 

s..£«......Balance .Sheet.. 

D. Surplus Accost ^ _ 


£ . i.As, AS8*» Mm**. ,C»ptaaX.ls»tat*je» « t. 


hum which 


.^i) The value at which ead 
stoking this return. 

10. n r*rente, copyrights, secret 


vhich acquired (if obtainable subaait a balance sheet of thepredre 
curporataoa aa of the date ci acquisition); ■ • 


waa entered on the books of the <x_-oruiov 


18. If parents, copyright*, secret p r oetoaaa or formal*, rood 
brands. traxHoera, or other intangible property were acquired, stal 
their value wue determined and how Ikqr were p*»«» for. 


ood will, trade-marks, trade 
state also the b&aria on which 




liiniself 
of liia 


scribed befdro me 


| this_ 


'/Z'a 




fr > .s'. 


‘V’%'Ca-mT cOfatoias o.-# c«»iwn 
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LOUIS WERNER SAW MILL CO. VS. GUY T. HELVERING. 


63 Werner Saw Mill Company 

Schedule A 2. 

Purchases 

Less: Discount Received 


602,299.52 

4,505.05 


Cost of Goods Sold 597,794.47 

Schedule A 5. 

$12,020.02 represents, interest earned on loans| etc, dur¬ 
ing year. 

Schedule A 10. I 

$10.00 Represents bad Accounts collected in 1918 pre¬ 

viously charged against profits. 

Schedule A 12. ! 

Wages ! 7,201.96 

General Expenses I 4,583.60 

Rent 1,455.00 


Commissions 


2,617.21 


! 15,857.77 

Schedule A 13. j 

F. R. Pierce, Prest; 2,000 shares entire time, 1916—$7,- 
600.00 1917—$7,600.00 1918—$7,600.00. j 

L. Bradt, Vice Prest. 1576 two thirds shares entire time, 
1916—$6,000.00 1917—$6,000.00—1918—$6,000.00. 

Schedule A 13. j 

C. S. Chesbra Secv. 500 shares entire time 1916—1917— 
1918—$6,000.00 

64 Schedule C j 

Werner Saw Mill Company. j 

Balance Sheet. 

Assets 

Jan-1-1918. De0-31-1918. 


Cash 

Notes Receivable 
Accounts 

Investments Timber Lands 
Liberty Loan Bonds 


16,932.76 

145,312.74 

56,743.79 

1,426,109.34 

60,000.00 


26,276.84 

177,267.85 

171,725.33 

1,170,107.40 

158,000.00 


1 , 705 , 098.63 1 , 603 , 377.42 
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Liabilities 


Notes Payable 150,000.00 

Accounts Payable 94,519.56 

Accrued Freight 11,955.00 

Reserve Insurance Fund 12,000.00 

Capital Stock 600,000.00 


Surplus & Undivided Profits 836,624.07 
i 1,705,098.63 


150,000.00 

145,618.17 

9,550.00 

12,000.00 

600,000.00 

686,209.25 


1,603,377.42 


65 Schedule D 

i Werner Saw Mill Company. 
Surplus Account. 

Balance Jan-1-1918 
Profit for vear 191S 

w 


Deduct: 

Dividends paid June 191S 


Balance December 31, 1918 


Previous years not available. 

66 Schedule H. 

i Werner Saw Mill Company. 

Computation of Change in Invested Capital During Tax¬ 
able Year. 

Invested Capital Jan-1-1918 $1,444,788.82 divided by 12 
(months)—$120,399.06 multiplied by 5—$601,995.30 In¬ 
vested Capital to June-1 1918. 

Profit for year 191S—35,529.95 divided by 12 (months) 
—$2,960.83 multiplied by 5—14,804.15 Profit to June 1-1918. 

Dividend Paid June 1-1918—180,000.00 less 14,804.15— 
165,195.85. 

$1,444,788.82 less 165,195.S5—1,279,592.97 divided by 12 
—106,632.75 multiplied by 7—746,429.25. 


835,624.07 

29,585.18 

866.209.25 

180,000.00 

686.209.25 














United States 


of Ammra 


TREASURY DEPARTMENT 

WASHINGTON 


October pi 


19--SU 


tSUANT to the provisions of Section 661. Chapter 17. Tltlje 28 of the 
jtates Code (Section 882 of the Revised Statutes of the United States). 

I certify that the annexed is a true oopy of oopy of letter dated- 
626, 1924 (with stateaent and schedules attached, ajans other eaelesuree 
ft therein), to Louis Venter 8av mil Coopauy, St, Louis, Missouri, 

L Bright, Deputy Ooaaissioner,_ \ _ 


i is Depaftaent. 


IN WITNESS WHEREOF, I have hereunto m 
sad caused the seal of the Treasury Depot 
afixed, on the day and year first above eras 


my bead, 
■sat to be 



ill S!!/*uo 

rt»- TRICASr 


1*U0 #*£>*«*, fa 

RIAICIT DSrABTMCNT. 




ft 


0 , 
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i 

601,995.30 Average for 5 months 
746,429.25 ” ” 7 ” 

1,348,424.55 ” ” Year, 

or a Xet difference of 96 , 364.27 

I 

Invested Capital Jan-1-1918—1,444,788.82 divided by 12 
—120,399.06 multiplied by o 1 /* —662,194.83 to June 15-1918. 

1,444,788.82 less Federal Tax paid June 15-1918—2,448.05 
—1,442,340.77 divided by 12—120,195.06 multiplied by 6% 
—781,267.89. j 

i 

662,194.83 Average 5VL> Months I 

781,267.89 ” " 6 1 /] ” 


1,443,462.72 ” 


Year or a Xet Difference of $1,325.10 


(Here follows photostat marked page 671) 
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Louis "Werner Saw Mill Company, 
510 Fullerton Building, 

St. Louis, Missouri. 

Sirs: 


Form NP-1 


Deck 26, 1924 
I mailed 


A reexamination of vour income tax returns for the tax- 

• T 

able years 1918 and 1919 on the basis of additional informa¬ 
tion submitted subsequent to Department letter dated May 
7, 1923 has resulted in a tentative determination jof a defi¬ 
ciency in the tax amounting to $3,518.30 for 1918 and 
$7,937.87 for 1919. These deficiencies are the result of 
certain adjustments which are shown in the j attached 
schedules. j 

In order that the provisions named below may be effec¬ 
tive, a waiver must be filed within ten days, otherwise 
assessment in accordance with section 274(d) of the 1924 
Act will be made. • 

You are granted 30 da vs from the date of this letter 

1 * [ 

within which to present a protest supported by additional 
evidence or brief, against this determination of a deficiency. 
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Any additional evidence submitted should be under oath. 
Upon request submitted within the period mentioned, you 
will also be granted a hearing in the Bureau with reference 
to the matter. 

A request for a hearing should contain (a) the name and 
address of the taxpayer; (b) in the case of a corporation, 
the name of the State of incorporation; (c) a designation 
by date and symbol of the notice or notices with respect to 
which the hearing is desired; (d) a designation of the year 
or years involved and a statement of the amount of tax in 
dispute for each year; (e) an itemized schedule of the find¬ 
ings of the Unit to which the taxpayer takes exception; and 
(f) a summary statement of the grounds upon which the 
taxpayer relies in connection with each exception. 

If, after consideration of any additional evidence submit¬ 
ted and any arguments advanced by you, a deficiency is 
finally determined by the Bureau to be due from you, you 
will, in accordance with the provisions of Section 274 of the 
Revenue Act of 1924, be advised by registered mail of the 
final determination of the Commissioner as to the amount 
of the deficiency, and allowed 60 days from the mailing of 
the letter in which to file an appeal to the United States 
Board of Tax Appeals in the event you do not acquiesce 
in such final determination. 

If you acquiesce in the determination of a deficiency as 
disclosed in this letter and the accompanying statements, 
you are requested to sign the enclosed agreement consenting 
to the assessment of such deficiency, and forward it to the 
Commissioner of Internal Revenue, Washington, D. C., for 
the attention of IT :SE :G-ND-3 

In the event that you acquiesce in a part of the determi¬ 
nation, the agreement should be executed with respect to the 
items agreed to. 

Respectfully, 

J. C. BRIGHT, 

Deputy Commissioner . 

By (Signed) L. T. LOHMANN 
Head of Division. 
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Enclosures: 

I 

Statements Waiver Form 
Agreement—Form A 
69 IT :CE :G 
HD-2 

i 

Statement of Returns Examined and Resulting Tax 

Liability 


Name 


Returns Exammed 

Year 


Form 


Louis Werner Saw Mill Co. 

y y yy yy 


1918 1120 

1919 1120 


Name 


Resulting Tax Liability 

Year Additional Tax 


Louis Werner Saw Mill Co 1918 $3,518.30 

1919 17,937.87 


Total $111,456.17 

I 

Waivers for the year 1918 dated February 21, 1924 are 
on file and will expire June 15, 1925. 

Return for the vear 1919 filed March 31, 1920. ! 

CB-5 ‘ i 
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HD-2 ! 

Louis Werner Saw Mill Company. j 

Year ended December 31, 1918. 

i 


Schedule 1 


Net Income 

Net income as disclosed by Department let¬ 
ter dated Mav 7, 1923. 

As Corrected 

Net additions 

Addition: (a) Profit on Sale of Timber 
Deduction: (b) Additional depreciation allowed 


$4;},449.35 
64,849.06 


$1^,399.71 


$24,873.11 

5l473.40 

f 

I 

$19^399.71 


Net addition as above 
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Explanation of items changed. 

(a) From evidence submitted in connection with the sale 
of Timber in 1918, the profit as shown by the following 
computation is deemed taxable in the year 1918. 

Amount received from Sale of Panola Timber $175,000.00 
Depletion value 150,126.89 


Profit on Sale 


$24,873.11 


(b) This amount determined on a revised basis of a ten- 
year life, 10% salvage on cost and additions, 1/3 salvage 
on steel rails (13,300.57) and 20% on locomotive ($7,000.00) 
is as follows: 


Depreciation allowable 
Depreciation allowed in prior audit 


$16,648.40 

11,175.00 


Additional depreciation allowed 


$5,473.40 


CS-5 

71 Louis Werner Saw Mill Company 

Year ended Dec. 31, 1918. 

Schedule 2 

Computation of total tax (1918) 

As the excess profits credit is in excess of the taxable 
net income computation of the invested capital is not shown. 

Income Tax. 


Xet income for taxable vear 

% 

Exemption 


Income 

$64,849.06 

2,000.00 


Taxable at 12% 
Previouslv assessed 


$62,849.06 


$7,541.89 

4,023.59 


Additional tax to be assesed 


$3,518.30 
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j 

Schedule 3 

I 

Net Income 


Net income as disclosed by Department letter 


dated May 7, 1923 

$146,113.26 

As Corrected 

157,512.32 

J 

Net additions 

$11,399.06 

Additions: 

(a) Loss on sale of real estate sold 

i 

i 

$9,170.02 

(b) Profit on sale of Timber (Penola) 

; 7,817.26 

Deduction: 

(c) Additional depreciation 

16, 987.28 

i 

$5,588.22 

| 

Net addition as above 

$y,399.06 


CB-5 | 

72 Louis Werner Saw Mill Company 

Year ended Dec. $1, 1919. 

Schedule 3 Cont. 

i 

Explanation of Items Changed. | 

(a) This loss computed on the basis of the cost of prop¬ 
erty acquired in settlement of a claim prior to 1913 is dis¬ 
allowed for the reason that the basis for determining the 
profit or loss from such a sale is the March 1, 1913 value, 
and as the entire amount was written off in 1909 and 1910, 
it is assumed to have had little or no value as of 1919. How¬ 
ever, for the reasons that the March 1, 1913 value has not 
been established the entire amount has not been disallowed, 
but for the purpose of this audit the selling price in 1919 is 
assumed to be the March 1, 1913 value and the loss! repre¬ 
sented by the difference between the price paid and tjie sell¬ 
ing price is assumed to have taken place prior to 1913, there¬ 
fore, there was no taxable profit or deductible loss for the 
year 1919. 
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(h) This adjustment is determined as follows: 

Amount received 
Depletion value 

Profit 

(<*) On the same basis used in 1918, 

depreciation allowable is 
Depreciation allowed in prior audit 


$55,000.00 

47,182.73 

$ 7,817.27 


16,768.22 

11,175.00 

$ 5,588.22 


Schedule 4 

Consolidated Invested Capital (1919) 


As reported on amended return 
As corrected 

Xet decrease as explained below 
Increases: 

(a) Survey charges disallowed, 1917 $329.01 


$1,336,519.34 

1,107,150.66 

$ 229,368.68 


CB-5 


Schedule 4 
(Cont’d) 


Forwarded 
Decreases: 


$ 329.01 


(b) Surplus adjustment $ 44,419.52 

(c) Investment in Timber lands 107,588.87 

(d) Adjustment for 1917 addi¬ 

tional tax 2,173.09 

(e) Adjustment for 1918 Fed¬ 

eral tax 3,187.20 

(f) Adjustment for dividends paid 72,000.00 


Total decrease 


$229,368.68 


Xet decrease as above 


$229,039.67 
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j 

Explanation of Items Changed j 

i 

(a) This amount was deemed a capital expenditure in the 
audit of year 1917 return and disallowed as an expense de¬ 
duction, therefore, it is added bach to invested capital. 

(b) This surplus adjustment is necessary to reconcile the 
surplus reflected on your return with that shown on your 
amended balance sheet, as follows: 

Surplus shown on return $6S6J209.25 

Surplus amended balance sheets, 12/31/18 641,789.73 

Excess disallowed $ 44/119.52 

(c) As the adjustment to Timber lands lias been made 
on the basis of analyses submitted by Revenue Agent under 
date of October 3, 1923, adjusting for all debits and cjredits 
to the several timber tracts, no adjustments are deemed 
necessary for depreciation and depletion of prior years. 
Survey charges disallowed are adjusted in item (a) above. 

The cost value allowed in invested capital as at 12/131 /IS 
for timber based on analysis of timber account submitted by 
Revenue Agent and adjusted for depletion and depreciation 
is determined as follows: 


74 Schedule 4 

(Oont’d) 

(c) Continued. 


VS & B Block Timber 

$ 96,448.90 

Phvsical assets 
% 

122,4(74.09 

Panola Block 

779,139.98 

Griffin Tract 

42,068.97 

Oak Leaf 

9,274.05 

Montgomery tract (none) 

| 

Black River Farm 

12,968.71 

Kirkland Tract 

153.83 

Total remaining cost 

$1,062,518.53 

Amount reflected on balance sheets 

1,170,107.40 

Excessive value disallowed 

$ 107,588.87 
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(d) This amount is determined as follows: 

Correct tax 1917 as finally determined 
Amount paid 

Additional tax liability as at 12/31/18 

(e) Computed as follows: 

1918 Federal tax liability as determined in 
Schedule 4, $7,541.89 x .422(i 


$ 4,621.14 

2,448.05 


$ 2,173.09 


$ 3,187.20 


(f) An analysis of your surplus account indicates a pay¬ 
ment for dividends in this amount but as no date is given 
for the payment, for the purpose of this audit the amount is 
deducted as of the beginning of the taxable year. 


Schedule 5 


Computation of Excess-Profits Credit 


Consolidated net income taxable year (Sched¬ 
ule 3) * $ 157,512.32 

Consolidated invested capital taxable year 

(Sch. 4) * 1,107,150.66 

75 Schedule 5 

(Con't) 

Excess Profits Credit 


8% of invested capital for taxable year 
Exemption 

Excess profits credit 


$ 88,572.05 
3,000.00 


$ 91,572.05 


Computation of total Tax (1919) 


Excess profits tax 

Xet income for taxable year 
Less excess profits credit 

Balance taxable at 20% 
Income Tax: 

Xet income for taxable vear 


Income Tax 

$157,512.32 

91,572.05 


$ 65,940.27 $ 13,188.05 


$157,512.32 
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£.X&4s*y» 


of Amerira 


TREASURY DEPARTMENT 

WASHINGTON 


OOtOW 81 , 19 _JHLa 


[PURSUANT to tbo provisions of Sootion 661, Chapter 17, Title,28 of the 
fed States Code (Section 882 of the Revised Statutes of the United States). 
|»by oertlfy that the annexed is a true oopy of Corporation Znoons and 
Its Tax letarn for ltlf (with halaaes sheets t ope retina statement sad 
Lies attaohed) , executed feroh 30, 1920» filed by Louis Vemer saw mil 
Lr» St. Louis. Missouri.__, 


in this Depertasnt. 




IN WITNESS WHEREOF, I hare hereunto mt nay head, 
end ea rn ed the ml of the Treemuy Department to be 
affixed, on the day and year first above written. 

By dirertktt^ef'^haSeeretsry of the Treasury: 



' CUrk, Tnarttry Dtpartmn*. 


OSBut 


'lOsme 

Hs-titiinr dsmitm: 
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f // IF RBKtiRN B FOR 
// CALENDAR YEAR 1*1*- 
'{ . FILE IT WITH THfclV 
COLLECTOR OF INTERNAL 
REVENUE FOR YOUR 
DISTRICT ON OR BEFORE 
MARCH 15, 1*20 


IF FOR A PERIOD OTHER 
-THAN A CALENDAR 
YEAR THE RETURN 
SHOULD BE FILED . ON OR 
BEFORE THE 1STH DAY 
OF THE THIRD MONTH 
FOLLOWING THE CLOSE 
OF SUCH PERIOD 


CHI 1C Wc 


C«IUcUr W 
InlOTfiai R«r- 


IS THIS A CONSOLIDATED RETURN? 


KIND OF BUSINESS 


SCHEDULE A—TAXABLE NET INCOME. 


2. Lm co*t fit goods aoM. oxcluxivo o t expense®, repaint. and vtbat item* calk'd n * x orJ n cti' ry+ 

below (from Schedule A2;:......-.—4-.i 

3. Grom income from operation* other than trading or manufacturing, If*" allowanAf.---- 

4. Interact on chli ptieM of the I’m ted Statre or its pomeerion* and War Finai.ce Corporation Condi not exempt (front Schedule 

5. Interact from other source* (from Schedule AS). ■/—--•- -- • y--f- - '■ -—.'- ."V —*.4 

s. TT»Yf*^zgpffni(CX»)a^^t.eifc3t..rxim. .1---...i 


*ar\'ice corporation* (whether received .or not)_.......... 

),"3.; dividend* on stock of domoetifi 

...... Total...;. 


f. Share of net income carm*J (during taxable period! h; 
9. Dividend* on stock of foreign corporation* (front Scl 
corporation* other than pefttnal service corporation 
.0. Crew income from all other aouffcAexfccpt dividend 


income from all other sourer 
cv l*i lies a* tarartpaenU, aeo 1: 

Total 1 IV-J: 


12. Ordinary and necenarv expense* (except!anv^tdrepnrtrf h Ttem 2 above or called for separately below,4nd not ii- 

clo 4 .UK cost or aalua of capital amstd eC-yinscALneouf injfcttocnt* sold during taxable period, see Item 22) (from 
Schedule A12): Labor, 3---.-■■■./• . .. , Otl§| expenses, 9- -- .. Total — 

13. Cjntpensation of officer**includingsalaries, <W^h“fdh». And other Atmpensation in whatever form nud^ibo^i^chcdalo A13) 

14. Repairs (including Ubnrsupplics, etc.) (from Schedule A14): Labor, f —- OUter expeniLA^^S^jrfl>tO^.. 

13. Intepwt (except cn'ttfiretednras incurred or ooetiamd'to purchajo or cany obligation* or recyritu4*V>ilif-r/lMm ©bhtf»- 

tions of the United States issued after September 24, 1917, th^nfrrott on which is whollyfrom WTritionfme 

. . paragraph 9. page 2. General Instructions'—-£J_I----- / f — <3-.—• -St- 

18. Tates (except Federal income, war-profits mud /xoes^grofita taxe*.*tdXra which are a credit undw Section 238, and fame* 
assessed against local benefits of a kind tendih^ to/incrcus© the value of the property a i m ed)...—{.- 

17. Debts ascertained to be worthless and ch^jfcd oft within tho taxable period (from Schedule A17)---.— 

18. Exhaustion, wear and tear (including <Aiblc*cence) (fawn Schedule A18). ...... 

19. Depletion; if claimed secure from the Collector Foot D (rainpraL* VFoffa E (coal), Form F (miscellaucou* non-metals), 

Font O (oil and gas), or Form T (timkfr), fiU irianf tile irfth return-- - 

** _ V. ' r | • • % 

rWV IT T_ <1 /> id • 


22. “Profit or loss on salat of capital meets and ml 

23. lanes sustained during the taxatde period 

adjustment of Items 22 and, 23.)v (From 

24. Net income for taxable period exclashrMof fi 

25. Dividend* received from domestic comm 

corporation* t#.<aMe by the. United ptaja 

28. Amortization of war ieettfiee 'from 
27. Jirr I stow r. tor TixaSuc 


id for by insuranco or otherwise. (Extend in last column 


ucrtOn* for dividend* and amortization (total of ordiderenco between Items 21 and 23, the latter as extended), 
'its not r .ynrad - -'in- corporation*. and dividend* upon stock of foreign I 


gf and 2C, t h e latter aa extended—to be e ntered as Itoo xS. Sc hodule D). 

HEDULE B—INVESTED CAPITAL. 1 


Hod (difference 


1 ^Capital, surpl* », and undivided profits at beginning of taxable period os shown by books (from Schodule E, line 11, pago 2) 
J. Flua adjustments by way of additions (from Schedule F, line 7) ...__ __ , y l ... 

i. Total_ . _____ _•. . . . 


4. Lem adjustment* hy way of deductions (from Schedule G . line 8) 


8. ITus or minus changes in invested capital during taxable period (fi 

7 . Total (ob It r .*ajn d cx)...... j __ 

8. Less deduction on account of inadmiaaible amet* i froltf Schedule J) 

9. Invested capital for taxable period. (If return is for a period less 


of Instructions) 


1. Eight per cent of invested capital for taxable period (Item 9 of Schedule It) 

2. Exemption (93,000) (except for foreign corporations)...... 

3. Exoom-Profit* Credit (Item 1 plus Item 2). (If return is for ft period loss tl 


2 of IrartsucUodp) 


IMPUTATION OF TAXES*-, 


,'ieo. i; 

iltcnd 


L Not over 20* of invested capital.....»-L138. ..9 QLi.J2S.fl—. 1 

2. Over 20ji of invested coital... .. \ _* m . .I__l.„ 

3. Totals computed under Section 301(b)__ |3, ... j. 2.3 8 ' 9QX.l7.7-6 If .....!.R 

4. .Lx co m-Profit* Tax, if computed under Section* 302. 303, 304(c) or 337 of Revenue Ad of 1918-_ 

___'_ INCOME TAX. 


5. Net income for taxable period (It em 27. Schedule AT 
C. Lees: Interest on obligations of j f 

United Htatea and War Fi- *. 

nance Corporation Bonds, not 
exempt (Item 4, Schedule A) .*—__ 


11. Tax of 10Jt on Item 10 - _ 

12. Total tax (Item 3,4, or 8 plus It em 11) 

13. Lsm: Income, war-profit*, and I | 


excess-profits taxes paid-or 
accrued to foreign countries 
cc to po—emianaof the U. S. 
(See sections 238 and 340(c) 

cf Revenue Act of 1918)_ 

U: Income tax withheld at the 
v source ia case of a foreign 


111. Balance of tax (Item 1* minus Items 1$ and 14) 


1 

. 2D<v 

..0.4 

;4o* L 

_Nine, t... 

..3- 

..'.£ L43£ W 









































































Pftge e. 


JCHZDUU L—CAFTTAL. SUWUS, AND UNDIVIDED FR OT H* AS 
BEFORE ANT ADJUSTMENTS ARE MADE 


( at th* sadMite presiding taxable parted should bos 
totfaoextepUhotltlspaldup. Ifsterk or teams wore lasned at a aomteol votes or wtthent parr 
should reflect (he amounts an th* book* ta rsepeot tbermf at the atom of th* pesoadteg tenable parted. 

ES. This Item should include paid-in surplus per books at lb* end of th* preceding taxable period. Ifaay 
amouatls (Um 4 under Section 333 (o> (J)eftb* Imm Act oC ttU or odir Artlcta 07 of ftegalatitMa 43, (St 
amount claimed shouid be entered under lm I. MMol iy,Md»flthlM»i d M G l » . 

E7. It T i m which npi—i t lOmtlMi of eorptus Hid wuru not aorwmtated through itortncflsns mad* 
to computing ns4 Income m returned In pmvtoae yuan may, IT property explained, be entered on lino 7. Soch 
rahouldboUVmtlfied and lfainuamyfur»tacHsif with taleacoehMtmsrita. 

EJO. Iftbecocyotutlf had on hand at any time during tba taxable period any fneonryctmk, mdllrtu* 


acquMtfan. 


i *U stock reaequtied by tb* corporations! net ospcotod.rugMrltomof that 


i far tbe 


Item. 

A—oaoA 

Cepttal st ^pgrsDpond actually not standing at tbe ctom of the prueedtegyasr. 
1 FtreS ps itae. S _ 

f_- _ _ _ 

3. Bemud prt ' ad... - . . . 


J, riBRU^ta . _ _ j i q ■ ■ ■ j 

.SOOaOOOA.OO... 

4. Tons.. 

* 600 r 000ta0a . 

RttrpAiDaixi uj»f 1 iTkW<l prn«ft: 

V Piid>la wrpia... _........ 

- 

A Earned rurphiisad undivided jwefitj... 

7. KotrfYN, *fMnkio» !• whirls vt nm fV^turt |T»ic tn rxxnpvttnc art Iftrnoir 
tit w t rrrrTliri ‘ Mil tubnn ihut iTmri.. .... .. 

■«J87§5re'22f 

A Otherltems (tobe detailed). . ... 

NO Tic 

9. Tutsi, or 1ms t, 3. A 7, mj^... 

10. Deduction an qooouat of trr saury stack.. 

.Hon*. 

11. Capital and surplus at hagfnnliic e{ taxable period at shown by books 



SCHEDULE F.—ADJUSTMENTS ST WAY OF ADDITIO NS . 

XL If m addition to la vt rJ capital U claimwl la Item- 1, Schedule T, oabalt a 
<e)the kh»l ofproperty, (I) I ho year la which It »u [oil In. <c> (tom whom acquired, expiaiaiag his refcttiim- 
iblpiotho oarparxclim. (Olka actual cash value of web property at th* dot* wbm paid In, (r) tbo par Taka of 
stork or share* Issued thrrvter end the amouat at uhkhsurfc proprrty na rtiterrd In th* aecocau, (/> tba bails 
open which the actual ca«h nhi oXtha property «v drcmniard and the data urban aurh drtermteaticn was 
made. and <#) tbe amount of doprsetethm amt iln s d on ouch proprrty tram tba data ofscgulxttltatothsbogmalag 
of tba taxable parted. 

R. If an addition to I nr aatad capital la cialmsd la llom J, Schedule T, submit a atafa anaa rt teowlag 
(a) the kind of property, (») the year In which it was acquired, (r) Its coat, (i) tba amnt of depreciation sus- 
taterdoosurhpropcvtyfrpmtfae detestacqnbltHntotbetMcmatagof the taxable parted. State aba whrthrr 
each Item aeu;bt to ba restored waa actually oacd or usable at tba hegtrming of tba Uxabla parted Net* these 

e xpendlturrs, when ma.tr, written od ba lira of depreciation?_ Kao, explain what adjaol terete 

hove been riadote provide far drpreefattan te stow ef the propeaednetcrutkn to sarptae. Addllhma In this 
Item us cumulative to the brgbinJag of the taxable period. Fee aU ad d itions h Msunds r prprteknnnutta 
i tar deprertottan to tba begteaing ef the taxable petted. 

*3. If any addition to invested capital b claimed la Item 3, Schedule T, state specifically tba tMOrsit. af 
I each yaar la tba books of tba ogwipngy and tba amount altewad as a dadnMtan In eeai- 
A dd i tl ona to tbte Item aoa cn oa n l u lv* to tba b egin n i n g of tba taxahb parted. 



1 


1 ' • 

♦b yfiffy t A,fuu * Tt i*—) 

% AdilttfaiMtAarTilmMrthftMSfOtnSir.__. _ 

j r ^ 1 

L ItaptueMUsn or deplNteo rhsresd In the erroants af th* mrpcmttoa fait 
disaliowed fay the teepartmanMnadednctten on iocome-tureturns_ 



1 

Ja.-. .^ ... . J 




7. t trrsu....... 

It. jSX i*. 


SCHEDULE C—ADJUSTMENTS BY WAY OF DEDUCTIONS. 


OLD any potent, copyright, aacrat procsss, or formula, lead will, trado mark, trad* btan^dcaneblaa, or 

i?_«.Y_If 


other similar tetancfM* prepart y, paid In tor atock, carried ai a 
not entered specifically aa each, te tba InlanglhlaMtae merged 

• — '<* V. la 


OX L 


by tba ocs pur at Ion' 
ly other title or Utias on tba h oo ka or 

bolB<«*ab*sCa submitted with thie return ? ~.2_ la It antcred on tba books at a nine ta asotM af Its 

actual cash vclm when paid te?_lnsxoeMOflhe par value oftbe stock Issued l bare tar 7_._j 

Is tin icpvfola of ante assets acqukwd prior to March 3,191?, entered CD the books at amine In extra of 23 par 

out of the per volar of the stock ontsfarvltog an Mercb A117?.. Is tbr sg^rgate of soch aaartr 

entered on tba books at a ralut to czeree of 33 par cent of tbe par rates oftho stoek outstanding at tbs bagtenteg 
ot the taxable ported?___ —. 

If tba answer to my of tba foregoing questions Is “yes,” submit a statemrnt sbowtnc separataly wltb mspoof 
toauchssarts acquired (l) batata March A IM7, and (Z) on or after that date, (a) date of acquisition: (b) osh 
value at that date, with a complete rrptenallm of the bads upon which such cash value was determined; 
(r) par ' alus of the stork Issued there tor; (d) par value of total stork out stand Inc March A 1*17; (r) par value 
of total slock outstanding at the bnghmteE of tbs taxable period:'/)the value at which such aaaata are entered 
on the books of tbs corporation. 

If all tbs intoncftitas were acquired belora March A WI7, tbe amount by which (J) oxcaada (S), (e), » par 
cent of (d), or 33 par cent of (»). wlucharcr la lowest, must te enured aa Item 1, Schedule C, far the taxable parted. 

If the tntanclbles were acquired on or after March A 1*17. the amount by which the entry in (/) iclatlnf to 
•nets Intangibles exceeds (*) or (<) relating thereto, or 33 per orat of (e). whichever Is lowest, most bo Included 
In Item 1, Schedule 0, ter the taxalte period: ProtUti, That If Intangible* were acquired before March A 1*17,, 
and also .n or after t hot dale, deduction shall be made so that the amount included In Invested capital fwth* 
•gtregato •y'Intangibles shall not exceed 33 per cent of tbe par rains of the total slock outstanding at the begtanteC 
of the taxable period. 

Xot*.—I f the stock oftho corporation was Issued at a nominal value or without par valor, forth# per pom 
beecnputattau under r.cm l.tbe par value shall be deemed to be thr Dir markrt value as of the dots or data* 
Ls'uc. Tbe aggregate value so determined of stock outstanding an March A 1PI7, or at the beginning of tbe 
axalde period, shall be the beat* for the compute.', ion. 

(il Is any Uujble property, paid In ter atock, carried te an aaact by tbe corporation? 

If so. Isl’ entfreden tbe books at a value tn exeq^cf Its actual cate value when received? ■ In 

axrwsauf tbepor value of tbe stock paid therefor? «!ki.. 

If tbe answer f 1 any aftbe tangoing quest loos Is " yea," submit a statenarat abowing («) kind of ptup m ty . 
fb> when acquired, (c) par value of the stoek paid therefor, (f) actual cash value of the property when paid I a, 
(r) tbe basic on which that value wae determined, (J) value at which tbe property is enteswd on the corporal Isn't 
books, and (#) amount by which such value cxeueds tbe allowabte value natter Aectlem 331 (a) (3) oftbe Bevenue 
Act of 191*. Enter this amount as Item 2, Schedule C, for tbe taxable parted. 

03. Waathe bm l n— relnc u rpoi ated. leorganiceij. or consolidated or waa lu ownanhlpebanged or na there 

a change In ownardilp of pro p erty after March 3.1917?--Kao, aaawar tba follow tag qnaet Iona: 

(s) Did aalntmoMofJOpsr cent or mere la the busteMeer In tbe proprrty which changed ownership remain 

ta tbe control of tbe same persons, corporations, mortal km, or pertnmblpa, or of any of than?. 

(») W« any of the assets entered an tbe hooka of tbs corporation making this return at a higher rains than 
on the books of Its predecessor?_____ 

(«) If sock previous owner was not a corpoutka, attach a statement tbewtag(l)tb* cost of teqntaRtan to 
t ho pmrteooo wn w of any asset so transfrtrud or received, (3) ax pandit urea subsequent to ttet date fer betterment 
or development not deducted as expanse or Otberwba sines March 1,19U, by soch previous owner , (3) the allow¬ 
ance for depreclatim, depiction, or impokmcat since the date of acquisition by such previous aw mr . 

(f) K aU, or sabstaattellw ail. of the property was acquired trosn a corporation during tbr taxable parted, 
attach hereto balance sheets of meh prudremor corporal ion as at the brgtuntecofthe taxable period and as at the 
date Immediately prior to the transtar of tbe proparly to the corporation making the retain, and also el 


•;0 


t oftho eorjsref len making this return ntuin lug the valors at which soch proparty received 
t were entMed on tbe beaks. 

For the purpose of determining Invested cepttal each asset so tmnstaned shall be vetoed <#) eetf stCl tn tba 
i ef tba pcevtoaa owner. If a corpencien, or. If not a eerpemttan, O) et Its coet tosarbpnaaa owner. 


r Q*. Is any proparty (tartudlpg pbyMeal property, sseuiittes, end Intangible property) pMd ter erttb osA 
•w st tb n rh n H a nni i property sn rw s d on tbe bocks ef the eerpoeMfenot a value ta excess of th e am o unt of cash 

paid tbwttar or the actual cash vabw oftbe tangible proprrty paid thcrr&r?___If so, submit a 

s tatement shewteg (s) kind of property, (3) amount of cash paid therefor, (c) actual ceth value of other tangible 
property paid thneter, (d) hew that veins wee determined, (t) velue at which the property Is entered cn the 
books oftbe corporelten, and (f) amam of («) w»*r (») ar (c). .Tbbaxcroaiast braatsvrdaalteni A*vb*dnls 0, 
tar tbataxabls parted. 

CJ. Has ^ M gp l r prevWen bean mads tn the aooounte ef tbe company tor (e) teems of every 
(») depredation?_YtO ■ W obeekeernoo?__ (d) deptetten Of 


Ide p es B s, t imber s np p llm, and tbelflte?. 

U adequate charge bee not been mods ter depredation, deptetten, < 
i ef the property bee net born melntefaeil by repteconrats that have been charged ta oxprnaa, proper 
•ddltteual charpM tknretar moat be computed ter all ysaes In which they wave net made cn tbe bocks, and tbe 
fec a l a m oun t of toth charges must be entered ee Item A Hib ei fn leO. 


IMl 

A-O.A 

I- Volatten of patewta, ecprrtabte, secret preraonA or tararalir. good srOt, 

*—*' ~e~~‘~r. ‘nflr rrrnnili. frsnr^hss. ~ — ... 


3. Valuation ef taagfhte property paid te ter stock..... . 


1 y-'—•*—i rfn—rft srpifnl In unrranlMtlnm ... 


A Appructethm 


A Depreciation, depieti<ai,aDd othertesem... 

1 • 





Sl - .- ,T - ■ saanaar- - - - 


SCHEDULE M.—CHANCES IN INVESTED CAPITAL DUR1NC TAXABLE PERIOD 
1. Changes In li i o hd capital during the tsmbte parted ordlnaril> arise In one or more of the Mowing 
Ad 


(•) By sale of capital stock for eosh or by the lasns of capital stock (or tangible or other i 
(k) By payment of SM te s rimf i by s to c k h olders or by creation of paid-in surplus by ooatribotfan of 
stockholder!. 


(c) By liquidation ot port of the capital by retbemoot of stock nr by pnrehses of trenmry stock not 

out of current raraingx. 

(d) By payment of cash dividends out of earnings of prior yean. 

(r) By pa yment of Federal Income and profits taxes tor the previous years. 

The chaaprs with respect to taxes will occur In nearly every case. Should no changes lie noted, the r ise on 
far the emhaica should be Mated. 

3. Tbs following instructions should bo foOowod la making the above adjustments; each Item should ba 
i 1 e» ll _aa n i1 as an aililltlnn nr lnlurrlnn rtrlumnn iiTlnf lielpisT-l Tij-nfl lnk~ 

(a) If stock Is limed for cash, the actual cash received (but not the amount of discount) should 1* entered 
in this schedule, t iseH(othwthsa cash) paid Inter stock mast ho valued In anrvwlanre with ttacticn sxc ta) (Z) 

ef tba Srvrnne Act of mi. 

<*) If capital stock oftho oorpcrmtlon la rsscqufewd but not poUl ter oat of cam profits, the cost of saeb 
stock should bo deduc te d from I n rested capital. 

(ft Brport dlvldeads paid out of profits of prior yuan but net dividends paid cot of profits of the taxable 
patted. Any distribution made during the first 00 days oftbe taxable period shall be deemed to have been made 
(torn earnings or profits accumulated daring preceding taxable period; but any distribution mods during tba 

maotafirr af ttaa texabls patted than ba dsewsd to Itasu boon mode tnan tba pmfits for that potted to tbs extent 
that rath ptofim MBMflctauA (flee Article 1313.) 

I.\ TWe rsiee* mt Wes' Hw« -wd nr«As*«swv vwveSte vlwatld tw..^Us.l sm ,V A W s .i -5?*b 

BateawnondnsHfi pnyaalswbstborran'rvmbavubeoaiKnpontlw tMoksarnoL (See Art* w ML) 

S. Tha dote oaDed ter In cetotans 1 to 3 should be glean tor all tnUfloofteoa, except that cAnMD t nhd « 
MU oppheuble only te tboteooo or luacqaWtlwi c» the cotpomtten’e etnrk. 

4. In column t enter the number af days remaining In the taxable period (Including the dste of change). 

A. Tbs net changm not reported in Schedule L, if not In ocoordanco with the increesee or decreoees reOected 

in the balance sheets, should be fully reconciled therewith. 


L Nor ate of additions 3. 

anddodnetteoA IteU. 

3. Number 
ofshares 
sold or re¬ 
acquired. 

4. If tar 
cash, state 
Price per 
share. 

1 

■ 

3. Amount of cash 
or cosh value 
actually received 
or paid out. 

r ■ ;.:.L3 

A 

Nnmbw 
ofduys 
eOocUv*. 

7. AdJosUd tmfn 

/Cd«MiX Cd—B «V 
\ y*.4>y« f 2 -*-‘r / 

, Taxes. 3/15 


A. 

t 

| 


t . . 6/15 



] 

1 


, 9/15 


1 . .Ta±!al... 

1 



i 

i.j. 

| 


4. 

| 

3 

(J ^ ,023 a 59 

I. 





1 1 


? . 



1 





1 

_ \ _ - - - 




........ 

... 

TotaH.._.J 


.1^589.a91 


SCHEDULE J.—INADMISSIBLE ASSETS. 


i tacts catted ter in Iter (s) to (J) of tbit 


oftbe United States, the Income from which te not taxable)? ..il. S 

If so, attach hereto a statement showing lor the taxable period l 
schedule. 

If the Income from snch assets constats in part of cola or profit tram the sate or other disposition thereof, ar 
Ifallar port oftho Interest derived from s o ch e rect s tolncCcct InrindedThtho net InrameboCMns oftho U rn B a tte n 
cn the deduction of Interest under Section ZM (a) ( 2 ) of the Rosonoo Act of IMA ‘ben a corrrrpondlac part ef 
the capital Invested in such assets Is deemed an admissible attcL lusuchcaMSstiorthlndetetl— 

(e) tte various kinds of Income derived from wh assets end the computation of tbs inrt oftbe eeptaal 
Invested thereto which Is damaod an odmUtabto asocL 

For tbs purpose of thta scbodnle fmdmtesibte emets shall fas valooi at coet of ocqnteftten, except that Iftbe 
taxpa^ris a dealer in soc u rltMs end lovontorteo such assets In oocordsnco with Article 1 M 6 , Kegutatloosei, each 
Inventory figure shall constitute tbs measure af value. Admissible assets shoU bo valued as provided In Sortlcea 
33A 330, ond 331 of the Revenue Act of lMfondArliclM 731 - 009 , 901 - 434 , end Ml of Rogutecions 43 , Tboavunge 
amoaot of assets of each kind bold during any year may ordinarily bo determined by dividing by 3 tbe sum of 
tbe amount efsuchMMtshrld at tbe beginning oftho taxable period and tbe amount held at tbe and of the taxable 
period. Insuchcasc the amount of admissible assets may beet be drier-mined from (1) tbe balance shret asst the 
beginning oftho period offonti wtth roopoet to the Items in Schedutet F and O and ( 3 ) the balance sheet as at 
the ml oftho ported convspendlngly adjprted. Butltet any time during the taxable period aasheteotialchaag* 
ha, taken ploM in the of aneb aeeets, tbs average amount mast be determined as provided hi Article 

IS3 ef Recataiioos C 3 . In such cose show in de ta i l 
(») Tbe computation of soch nmoant; 

(c) Amount of k iw I in l M lt i te en rt i hr Id ef t aflnnlnr rf tho fsTrbf- p^' 

(d> Amount of tnadmtaritAe eaeets held at end ol taxable period; 

(*) Average amount of Inadmissible aaaets held during taxable period; 

(J) Amoont of admiaalbta assets bold at br,Tinning ot taxable period; 

(j) Amount of admissible assets held at the end of taxable period; 

(I) A *«ra?e amount of admissible assets held during taxable period; 

<0 Staaof(e)p»ue(»); 

CO Pwseuteg* which (i) te of (0. 

(J) should bo applied to the amount appearing cn lin* 7, Schedule C. la order to obtain the 
it of Imifmlsstbli assets, which should bo entered cn lias A Hi b«finis B. 


OD 
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persona], or technical servirf. State the service. (H) Finance, iodading S.nV-iry 
real estate, insurance. (1) Concerns pot falling in »bo>ve cl smea (o) becauee ofconihining 
several of them with do predominant business, or (6) lor other reasons. 

2. Coacerne whose business involves activity (ailing in two or mors of the above 
g eneral classes, wbere the straw product it concerned, should report business as identified 
with but one of the above general classes; for example, concerns in A or B which also 
transport and market their own product exclusively or mainly, should still be identified 
with cIsbscb A or B; concerns in C (manufacturing) which own or control their aource of 
material supply in A or B and which also transport, sell, or install their own product 
exclusively or mainly, should be identified with manufacturing; concerns in D may 
control or own source of supply of materials used exclusively or mainly in their construc¬ 
tive work; concerns in El or £2 may own or control the aource of their material or power; 
concern* in F may transport or store their own merchandise, but its production would 
identify them with A, B, or C. 

3. Answers; 

(«) General class (use key-letter designation'). A_ • - ■ 

(»>**> income-producing business (give specifically the information called for 
' under each key 1st ter, also whether acting as principal, or as agent on commis¬ 
sion; state if inactive or in liquidation)...... 


I Vi ileTuV^B *1 


13. What waa the fair value of the total capital stock of the corporation as determined 
in the fast •■■■asm ant, if any, of the capital stock tax t Date of that 

July 1919 


PREDECESSOR BUSINESS. 

13. Did yon file a return under the'sun* name far tbs preceding taxable period? 

Answac “Yes” or “No”— YCB - If not, was your corporation in anvwav an outgrowth, 
result, continuation, or reorganisation of a btui&aas or business which was In existence 

during the taxable or preceding period? Answer “Yes” or “No" \ _I! answer is 

yes, give name ana address of each predecessor business. 



OTHER CONCERNS IN SAME BUSINESS. 

4. Enter on the ioilo^ug lines the names and addremea of five representative < 
in your locality rat rfhmrfftn country engaged in the mm* kind of business: 

- “ ' Lbr• COe . Jfonroe La# 




GOVERNMENT CONTRACTS. 

18. Have any adjustment* been made during the taxable period on account of con¬ 
tract or contracts between the Government or its agencies or in any Government contract 
or contracts in which yon derived income directlv or indirectly, through the operations 
of a daim board or otherwise? Answer “Yes” or “Vo" flip if aoTalato the amounts 

involved 8—-—; whether or not such amount! art* included in this return 

— ; and, if not, was an amended return far 1818, accouhting far the 

a d d i ti o nal incom e, filed?-Submit a schedule showing full particulars 

of the contract, date entered into, date the work ceaaed under mid contract or contracts, 
and the amount and nature of the adjustment. 

PREPARATION OP RETURNS. 

19. Did you employ anyone especially to prepare or adviso in the preparation of this 

return? Answer “Yes” or “No”_If eo, pre name end addrem_ 



SCHEDULE K.—BALANCE SHEETS. 

Attach hereto balance rflasts as of ths b e ginnin g and end of the taxable period (preferably in columns),showing m nearly as practicable the details called for below. (These 

balance shorts ifcould be prepared from the books and should be in agreement therewith, or any diifarsncea sboeld be reconciled, and if this is a consolidated return, balance shoots should 
be famished in accordance with paragraph 7 of page 1 of Instructions.) - _ 


it. etc.). 

(MMsmdarUacf 


md sfeckbsMies. 


upp itieW s m 

Nr Viuit. 


Kav imtntah. 
Work la proftsaa 


k (to tomtom). 


U. 8. toads and «MpBms(sssahmstoto 

Htsd trymniriy). 

Ixmmpt ( ■n s lrti .t. ttoto. toe.). 


tMUttorMpsBUTs 


raulor In cam or oCmt tonslN* propwty. 
Paid lor In stock (actor than stock dfvbtoxU). 
Osstod try stack dlTldsod or ottorwtss. 


On brads. 


Totst. I 

or ttomlssd on tto tofefUty Uds ct Ito tolaoos i 


watch araalloeabts dsduetloas from las* 
tiedctaQsd). _ __ 

anas, tto ctopps ensttoc wbkb sea aot 
aUs dcdoctlaos tmn Inocras; 
in era is far tomes on ec«a end an 
nednto. 

Ottor ftanvas (to to <MaOad). 

Sat seswemeradtoc (to to dmhvsiv 


officer. 


AQcorpotmiona engaged in an Intmstate and intrastate trade or bonnem and reporting to the iBtmstatoCommerc^Oommimion and to anv national, State, municipal, or other puhHc 
; may ibmit in lieu of above Fcwi capias of tbasr tolstve .brat, prracribed municipal aathorities, as at the boginmngend cud of the taxable period. 




w —ANALYSIS OF SURPLUS ACCOUNT. 

Attach hereto an analysis of the corporation's surplus account, ahowiz^ the details of all adjustments of surplus far the taxable period, as nearly as practicable in the fallowing farm: 
1. Surplus at beginning of taxable period as shown by boolo. Deduct: 5 . Dividends (state date declared and date and amount of each payment, also 

Add: £ Total net profit aa dwm or haato (Item 1, Schedule If). whether in cash or in stock, andout of which yearie ea rnin gs paid). 

8. Other credits to surplus (to be detailed). 6. Other debits to surplus (to be detailed). 

4. Total of Items 1, 2, and 3. 7. Total of Items 5 and 6. ... 

8- Surplus at end of year ss shown by books. 

If this ink con s o li d a ted reton, anal yesashould ha fnrafA^t in acoscdanoe »<tb paragraph 7, psg* 1, d Instructions- ‘~* u * •*■" 
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SCHEDULE M.—RECONCILIATION OF NET PROFIT AS SHOWN BY BOOKS WITH TAXABLE NET INCOME. 


1-aSfat profit for taxable period m shown by book*. l-cforo any 

*• adjustment* are made therein-_ 

2. Unallowahlo deduction*: 

(a) Donations, gratuitiw, and contribution*.._]_ 


(l) l*r* W ) . wa r mam * . *»4 a sm ** pra t a tana paid ar aacnad t* 

(t) Special improvement taxes tewding to increase the 
value of the property ■—»d 
(d) Furniture and fixtures, additions, or bett e naecta 
treated as expenses on the books_ 

(c) Repla c emen t * covered by depreciation_ 


if) taaamaar yrvmlama paid «a th* lift af aay 
v far tie kcarflt af tee raiwrlM ar Mw 
(n) latomt •# aietidm iarwnsl ar east* 


carry callgMImi ar mritt 
UaJU4 Male* after a 

na wfilefi I* Vteltr a a ae te t i 

(i) Additions to reserves for 
etc. (to be detailed)_ 


M.m7>. ta* 


bad debts, contingencies. 



(, Kontaxable income: 

(s) Interest on obligations of the United States and its 

pofl N woai, wholly _ , _ 

(fc) Interest on obligations of Stales, Territories, and 
political subdivisions 

(c) Interest on Farm Loan Bonds issued under 
Federal Farm Ixwn *et _ 

((f) Milde a d* aa ateek af Aamaatlc tana ntl— sat fss fc sstg * 
' ceraaretlaaa taxaAt# Ay Caltod iuitoe apaa say fattlaa af 


(e) MvMeads aa (tack af aeraaaal 
' ' lac* *S*a *kks a vadaml t 

(J) Other items of nontaxable income (to be detailed) 


acainot reserves for bad debts, contingencies, etc 
(to bo detailed )—_ 



« la ma l iKa a T T U lAJsat teatyeaitar 
la Ite— Seat a. ScSatsI* A (salaaa 


(at) Other unallowable dcductione(to be detailed)__ 

(n)_ __ -_ 

5. MstriKative share of net Income. earned daring period by per¬ 
sonal service corporations not received or accrued sa teak*.. 

4. I maa T i-rrn*r rt- iIJitT Irk y- i tl Trim nth th* awaaata rapartet 

la lira* Xt sat 20. ikhatsl* A (salsaa aaliy teUagi *a Una s> . - 

5. _ Total -k......J...lAd-643i.- 7 

SUPPORTING SCHEDULES. 

The following schedules miat be filled oat in support o i Schedule A, page 1. and firmly attached to this Return: 


eTttaat) 


9. Taxable net income (Item 27, Schedule A). 


m 


s 


RuUj 





SCRKDULE A16: OBOSS INCOME PROM AXX OTHER SOURCES IXCIW MVIDKNDS Oat te- 
clndinc aa/ saw la laapaal» asla af oapOal aroakae* mtoeaUaaaaaa teeeaamaaaa). 

1 Puhmlt s srhedul* showtnc tbaiaare*, Qatar., and amount af tha principal ItrmaJachsdM berets, th* miner 

Item* being grouped la on* agur*. Ths total of th * sr ha itel a ahaald bs entered as Mwa »> Schedule A. 

SCHEDULE All: ORDINARY AND NECESSARY EXPENSES (aaaapt ******** ealted far 


(■at ha- 


Mrorhandite bought far Ml..—...... I___ 

Cart of mxnutarturinr nr otherwise producing goods. (Hubcail schedule show- "1 w ea ACC OO 
•at principal Items of coat)-------A A.iftV. ll.OOf. L. I. 

rtm La vaster!** *1 beginning of year-—. .. Wong 

Total. ———————i ———— ... . £nZ5J3tt*TF-.. 

Less laeaolarica »t end of year— _ 4 . .. 3+soqm.qcl. 

Cast of foods aoU —-—-j-ljl20aX66LaJ2— 

NoTXw—InTTDUriel most be valued at (s) coat ar (A) coat or market, wld i barer la lower, provided tl 


stoat bs valued at (a) coat ar (A) coat ar market. wt A bawr 1* lovn, provided tb 
■tut ba applied to earn Item la thatavanterv and not tea part only, la vector*, 
nod murt bo rained on tba aama koala aa those at tba and of tba preceding taaabla parted. 


parted). 

Submit a itatetnrnt showing ebararter aad amonat of tba pr 
( Far irbaduies to be submitted by insurance oompantea sac pane 

SC UED true All: COMPENSATION ofoffjceex 

Submit ae-hedule showing for each ofOrer (I) name, (Z) dntia 
-tor* owned or coot rolled: (a) preferred. (h) co m m oo: (1) total 
amount of, and reason for larreaar. if any, *v«r prsrcdmg period. 


he principal Item 
paragraph* 4 to 7, 


T 


[tetaattartodad toll 
to 7, pays X Uaoan 


IIX Schedule A. 


tte cad of th* taxable parted muat to valued oo tba aanw beats aa thorn at tba a 
ualea* p »in d« *oo to amk* a ebaor* has bran Brit obtained from the Cotaatea 
It rtelan tor loam on In v entories or rebate* oa ala matte andtr Bertk 
Mtt bava teas allowed, tba opening lavaatery mart ba Sanaa—dlngij adju 

State bar* wblrb of tba abow-aeattao«l bam for vahtfac tavaatmtea Is 


l (a) tt oftlwltova— Art of 
'pm Artlela MS of Bacntetiens 


tunoont of, and reaeon for larreaac. if any, <nrr preceSinc panoo. 

Submit a aebrdute ahoalne for aarh ampkma (If a atookholdcr of tba corpeeaMon). whoa* oo m pe nm tloc 
1* st the rate of 0,000 or man per aaauxa, facte almllor to thoaa eaUad lor la —act tooOeon. 

p CHXO CUX Alt: RXPAOtS (ladadhw tehar. sapfOas. aaaahaad. aad *«h*r U— p ra|i rt > rh a —h ls te 

ftubmlt a artted’ite alvowln* tba astora aod ammmt oKh* prtMfpal lteam laolaSad la Item 14. Sohadala A_ 
(Tor rlaaal Ural Inn of rapalnaaa paiacnpb a, pass 2, (tenant laatitaritms.) 

AMD CHAXOXD OTf W I I H W 


la this rdon_. 


HCRXDCLK A17: DEBTS 

taxable period. 


AHTXZ> TO 


SCTTETVrLX A3: OSOSS UVCOKX ISOM CM 
■ran. 


.non 


THAR TRADOfO OR KARO- 


Pubirdt a ar bed ul* showlnr th* amouaf (a) arlalnc from aai**,ar aarrlcaajpnvtoasly reported a* Income: 
(A) artaln* from otter aourma(latemt, raaf, roymlUes ate.) pravteosty raparted a* uxoaaa; (r) aclAac from 
Mums other tboa tboae tpacUted sbov* (to M iteateard). 


Snbmlt aacl^dalaahowlnc tbenatoraand smoontof the prtnrtpAl Item taehidad. Ate 8chadnl*A,ItamX 
(For lownnc* oompoalaa m parserspba 7sad X P*«*X Oanaral laMraotloos.) 

SCHEDDUX A*t CmRXST OR OBUOAZIORS OF UJU ' IRD STATES OR ITS POSSESSORS ROT 


UCHXDCLX AUt XXH AUy T I OW . WXA* ART) TSAR (IRCtTTXRRO O— f* ISCfRf TU 

If a dnhiotkM la made ba arromrt of derrveUtloa. tba folloartn* arbedoto matt be Oiled tn. and tb* 
smoont claimed la tbU scbadote should oamspand with tha flfiaaa raOacted la tba balnea sbaat. (barOaorral 
Instructions, pac* 2.) _'_ 


Enter la table below the maximum amount of Ubsrty Bands and other obiUmtlona of th. United Ptata* 
Issued ainev September 1. 1017 (par vshaa), bald st any oa* Urn*, and War Finance Corporation Bands from 
which tntarast wsa dart»cd durln* tba tessibl* parted. 


Kind of property. 

(If hulldlnc*. 
state tba material 
of which con- 
Itrurted.) 


tw. maraev v»iue 

nit March 1. 
aoiuned-J ijjj.ifaeqidred 
I prior tltefcto. 


Coot or fair ^.- .1 
market value 
as at March 1, *"T" 

lOtX Kmiiilmf ■'"l' 


Amount of daptWatton charred off. 


This year. 


r-rertous years. 


L Clans of ObUfatien. 


(a) Tint UbKtr Loan canvarted Into 
Second L»m and Saeood Liberty 

Loan uncoo verted.. 

(A) Flnt and Second Liberty Loans con¬ 
verted into Third Loan and Third 

Liberty Loan... 

(e) Tint Lltwrty Loan converted la'o j 


X Maximum Amount of 
QbUcrtlom. 


AfS.ono 

(Sa* 

Note A.) 


<i) Foorth IJbertv T-nan... NoTlC 

(») Other vmted State* oUlnatlaaa. ax- 

cvpt ctesef/). laauad sum Saptam- I 

bar 1. M17__-..! _ 


i Exemption. 





(0 Victory Liberty Loan 4{% Not**.... ...— . J ._j .... Kona. 

(t ) War Fin an ce Corpaemtlon Bond*. . .!.1. 4VP0( 


(Sea set* C.) 


Not* A.—This exemption (maxlnano *4X0(0) la limited to oo* and onr-balf tlnm tit* amount of bond* of 
tba Fourth Ubartylmn originally mbacrlbad lor aad (UU held. State bar* amount of bond* of tha Fourth Lib- 

•rty Load originally subscribed for and *OJl bald: X__ 

Non B.—This a lampelrei (maxharaa 1* thnttad to three times tba amount of note* of tha Victory 

Llbrrty Loan onctnaUy aubaerlbad lor and still bald. 9tm bn* amount of not** of tba Victory Liberty Loaa, 

Jt^and 4 )<K.*a<tn*By «nb * rribad lartegstlirbald. X—, . _ 

Non C—This exemption la separate from the tXOOO exemption allowed on other obBcatlona aad can only 
ba claimed siMtnt War Flaanre CorporeUan bands. 

Interest upon Tint Liberty Loan. 11% and Victory liberty Loan 3«J coavartlhic ynld not<a la exempt 


Non.—If oh w leeeoe to s factor In detarmtahm yoof deduction aturfc a atateoamt abowlaj th* amouat 
claimed for tba toubla period and the basis an walcb computed. 

SCHEDULES A22 aad A23: PBOFIT OR XO« OR SALES O? CAFfTAI. ASSETS (tocladlac BqddaUaC 
dlilrlaml* and mlaraflaorma tovea fmenh^ nad laaaaajsmilaad daciaajha baabl* faded bam Bra, Saa, ar 

In cam of sale of capital assets donor taxable period, report tba toUowtnc Information: 

(1) Orldnol oost of asset*...—......... .... X-----.-*..-— 

(a) Date of acqulslUan--—.......-————— 

(*) Kind of asset—.—-- - - 

(2) Fklrmorkct price or value os of Mamh J, lvu. If aefalrcd prior 


(3) Cost of subsequent Improvements. If mni—.. . 

(4) IWpreciaUon, depletion, obsotsasanrc.oMmertuatloo todatwofsoh: 


, (a) Shown by books--*—...—— 

(A) Accrued bnt not an b a nka , ■ . —— .. 

(J) Net rod (Item 1 or Item X P»ua Item J, ml mix Item 1L 


amount of tba principal and Is vxrmpt from profits taxes, enly to the extent provided for In tba art outboriilnc 
the issua aad au b aa qeisn t acta. It year bofcliru* are Id excess of Us. toapilmi specified above, semro Kona 
112S from Coftoetor and compute taxable Interest. Interest oa War Finance Corporation bonds la axnapt from 
all normal locom* tax and lx exempt from profit* taxes only erith respect to a principal act exceeding tuna, 
nuaaammr**—Mto.a a t M o* to tba mim pf l m a abova i efee r od to- 

SCHEDULE AS: EfTSRSST FROM OTHER SOURCES. 

Submit a schednle ahowtnc th* so u rce, nature, and amoant of the principal Items Included herein, th* minor 
Items being grouped in on* flenro. Toe total of th* schedule should be entered as Item 3, Schedule K. 

(I) Hava you Included In this Item any Interest on preferred stock?. If to, how much? 

( 7 ) H*vi yoo included In this Item any Federal income tax paid at source In pursuance of tax-free covenant 

bonds?_—_ If so. how much? X- 

For Interest on foreign bonds submit a schedule showing (a) name of country, (A) kind of obll rations (whether 
national. State, municipal, or oorporato oMigateaaa), (c) amoant of principal, and (4) amount of interest. 

SCHEDULE AA: IRCOME FROM RENTALS. 

Rentals to be reported os Income eritllnclnds all orrmh as lent on hnlMiwy. cr vie «—or 

continued by th* corporation making tl>* return. (Schedule A. Item A.) 

SCHEDULE A): D IV ID E NDS ON STOCK OF RORESOR CORPORATIONS. 

Submit a schedule showing (1) with respect to fnrrign corporation* taxable by the United States upon any 
on ollt* net Income, (a) nsat of corporation. (A) country la which oryanlsad. (c) total par value of stork 
and (4) amount of dividends; (3) same information with r mpact to frsrign c orpor a tions not texahi. by th* 
United States upon any portion af tba nat Incoms. 


(J) Net emt (Item 1 or Item X f*>i ItemJ. ml mix item n..— . 

W ex 

(7) .. ■■ ■ ••»-»«—....— 

' It InmK. rraort amount of nlvif*. 


(7) rmfltorlo ff.— — ■■ ■ —-- 

<«) ll Wr*. report amount oi mXrmg^ 

Uuumao#,oroUwr rooov«>* 9 il any «c.. 

(b) T>»tr Ut cborftd off_............_......... 

State also bow and by whom Mr market price or value as of March 1, 


VU ......... .r-TB -r-•..*• 

Report what amount, If any, of the value above include* good v HI— X. 

In cate of rxrbancv of Investments submit evidence substantiating th* basis used by you In arriving *1 the 
caxb value of property received In excbsmge lor Other property. 

SCHEDULE A2A: AMORTIZATION OF WAS 7ACUITIES- 

Deri-lan 2DU, —dkg Article I3L Tb* specific tnlonnatlcn to ba aubmltted Is -aiUlncd la Article 1W, l-egm 
lotions tU 

DISCOUNT AND PREMIUM ON BONDS SOLD. ___ , .. 

Thera must be aftoched to th* return a schedule showing In detail each Issue and ml* of bouds^or th*. 
reporting corporation riving the loUowm* toformatloa: (a) Claaa; (A) dote of sole; (<•) maturity; (4) amount soLfc 

u TiiauSon to pri-T%xi. (bee Article tte, R^ulatloo. 4A> ” 


Wo, tho uDdcrngBed, president and treasurer of 
includin': the accompanying schedule* and atatomerta. ] 
to the Rovenuo Act of 1918 aad th* Regulations imCLt 

Swcrr. to and subscribed before mo this ..^dr- 


corporation, for which thi* return i* mado. being se%WIy duly (worn, each torSiS 
-* >iamine^iat4»im and ia, to thofoeot of his knowledge and boUef, a true and complete) return pad* in good faith purauabt 




mm 


PruidtnL 


MV COMMISSION EXPIRES 
MARCH lav. 1921 
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Loss: Excess profits 

tax $13,138.05 

Exemption 2,000.00 


79 


Taxable at 10% 


15,188.05 


$142,324.27 $ 14.232.43 


Total excess profits and income taxes 

Previouslv assessed 
•> 

Additional tax to be assessed 


$ 27)420.48 

19,482.61 

7 \ 

I 

$ 7,b37.87 


(Hero follows photostats marked pages 76 to 80.) 

| 

81 Louis Werner Saw Mill Company 

Balance Sheet, January 1,1919 

Assets \ 


Cash 

Notes Receivable 
Accounts Receivable 
Investments Timber Lands 
Panola Trost (As per lumber 
questioner) 

Libertv Bonds 


26,276.84 

177,267.85 

71,725.33 

1,343,892.40 

792,137.29 

158,000.00 


Total Assets 

Liabilities & Capital 

Notes Payable 150,000.00 

Accounts Payable 
Accrued Freight 


Total Liabilities 
Reserve for Insurance Fund 
Surplus 686,209.25 

Capital 600,000.00 


Net Worth 


2,569,399.71 


145,618.17 

9,550.00 


12,000.00 


305, lj 68.17 


1,286,209.25 


1,298,209.25 

965,922.29 


2,569,299.71 


Invested Capital 

Reserve for Depletion Purposes 
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82 Louis Werner Saw Mill Company 


Operating Statement January 1 to December 

.11—1919 

Sales 


1,346,223.62 

Purchases & Production Expense 

1,113,760.77 


Plus Freight Out 

9,700.00 



1,123,460.77 


Deduct Inventorv on hand at close 

3,300.00 


Cost of Sales 


1,120,166.77 

Gross Profit 


226,056.85 

Add Miscellaneous Income 



Interest Reel’d on Libertv Ronds 

• 

; 7,142.00 


Dividend j 

600.00 


Interest from Bonds 

105.00 


Interest from Banks etc. 

9,423.86 


Discount earned 

12,205.35 


Bad Accounts collecred 

272.62 




29,748.83 

Total Gross Profit 


255,805.68 

Deduct Expenses 



Commission 

3,012.26 


Rent 

1,660.00 


Taxes Miscellaneous 

11,499.13 


Taxes Federal 

4,023.59 


General Expenses 

11,277.10 


Interest 

9,971.82 


Loss on Sale of Liberty Bonds 

5,552.11 


Salaries Office 

10,169.46 


” Officers 

46,850.00 


Loss on Sale R. E. 

9,170.02 




113,185.51 

Net Profit 


142,620.17 
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Louis Werner Saw Mill Company 
Balance Sheet January 1 , 1920 


Assets 

Cash 

Accounts Receivable 
Notes Receivable Regular 

Mills 

Merchandise Inventorv 

%• 

Supplies 
Mill Property 

Panola Additions 


58,155.69 

60,794.65 

270,022.45 

26,850.71 

3,300.00 

720.49 

1,246,394.86 

737,137.29 


Total Assets 


2,40{l,376.14 


Liabilities & Capital 


Accounts Payable 


Freight Out 


Personal 


Insurance Reserve 
Surplus 1/1/19 
Dividends Paid 


Profit for period 


Additions to Surplus 
on Account 
Chicago R. E. Liqui¬ 
dation 

Surplus 12/31/19 
Capital Stock 


686.209.25 
72,000.00 

614.209.25 
142,620.17 

756,829.42 


27,973.73 

784,803.15 

600,000.00 


1,231.44 

11,611.98 

9,700.00 


12,000.00 


22,543.42 


Net "Worth 


1,384,803.15 
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Invested Capital * 1,396,803.15 

Mill Property 18,107.28 

Depreciation Surplus 965,922.29 


2,403,376.14 

84 Louis Werner Saw Mill Company 


Schedule of Officers Salaries 


F. R. Pierce—Prest. 



17,600.00 

A. Bradt—Vice. Prest 



12,400.00 

C. S. Chesbros—Secy 



12,650.00 

A. B. Pierce—Treas. 



4,200.00 

Total 



46,850.00 

Schedule of Losses 




Name 

Cost 

Sale Price 

Loss 

Liberty Bonds 

151,247.00 

145,694.89 

5,552.11 

Real Estate ; 

27,973.73 

18,803.71 

9,170.02 

Total 



14,722.13 

Schedide of Ordinary <0 Necessarij Expenses 


Commissions 


3,012.26 


Rent 


1,660.00 


General 


• 11,277.10 


Office Salaries 


10,169.46 



Total 


26,118.82 
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9nitrik States 



Si,. E-m&G , 


of Anwrira 


TREASURY DEPARTMENT 

WASHINGTON 


Ootober 31 # 19 .. .31a. 


JRSUANT to the provisions of Section 661. Chapter 17. Title 28 of the 
States Code (Seotlon 882 of the Revised Statutes of the United States). 
!>y certify that the annexed is a true copy of oopy of letter dated 
I, Iff® (with statement and schedule* attached, alma aereeaent (Tom i) 
led therein), to Louie Berner See Hill Coapeay, St, Louie, Xlseouri, 

[ I* Blair, Comiseioner,__|_ 


this Department. 


IN WITNESS WHEREOF, I have hereunto set ray hand, 
and caused the qeal of the Treasury Department to he 
affixed, on the day and year first above written. 


By direct* 


of the Treasury: 


rrk. 


1 iJKUft, 
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86 Registered Mailed Mar—3 1925 

To Proraiz 3/7/25 

IT :CR:G-2 
HD—60D 

Louis Werner Saw Mill Company, 

510 Fullerton Building, 

St. Louis, Missouri. 

Sirs: 


A reexamination of your income tax return for tlie tax- 
able year 1919 in connection with information submitted by 
you in connection with your protest against the adjustments 
as disclosed in office letter dated December 26, 1923, has 
resulted in a deficiency in the tax amounting to $12,166.11. 

The deficiency is the result of certain adjustments;which 
are shown in the attached schedules. ] 

Due to the fact that the statute of limitations will pres¬ 
ently bar any assessment of additional tax against you for 
the year 1919, the Bureau will be unable to afford vou an 
opportunity under the provisions of Treasury Decision 3616 
to discuss your case before mailing formal notice of its 
determination as provided by Section 274(a) of the! Rev¬ 
enue Act of 1924. It is necessary at this time, in oilier to 
protect the interests of the Government, either to make an 
immediate assessment under the provisions of Section 274 
(d) of the Revenue Act of 1924 or to issue a formal iiotice 

of deficiencv. 

* 

In accordance with the provisions of Section 274 of the 
Revenue Act of 1924, you are allowed 60 days from th4 date 
of this letter within which to file an appeal to the United 
States Board of Tax Appeals contesting in whole or hi part 
the correctness of this determination. 

Where a taxpayer has been given an opportunity tp ap¬ 
peal to the United States Board of Tax Appeals an^ has 
not done so within the 60 days prescribed and an assess¬ 
ment has been made, or where a taxpayer has appealed and 
an assessment in accordance with the final decision onjsuch 
appeal has been made, no claim in abatement in respect of 
any part of the deficiency will be entertained. 

If you acquiesce in this determination and do not desire 
to file an appeal, you are requested to sign the enclosed 
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agreement consenting to the assessment of the defi- 

87 ciency and forward it to the Commissioner of Inter¬ 
nal Revenue, Washington, D. C., for the attention of 

IT :CR :G-2-IID-60D. In the event that you acquiesce in a 
part of the determination, the agreement should be exe¬ 
cuted with respect to the items agreed to. 

Respectfully, 

D. H. BLAIR, 

Com mis si oner. 

Bv J. G. BRIGHT 
Deputy ( ’ ommissioner . 

Enclosures: 

Statements. 

Agreement—Form A. 

88 IT :CR :G-2 
HD 


Statement of Returns Exam inert 
and Resulting Tax Liability 

Returns Examined 


Company 

Year 

Form 

Louis Werner Saw 



Mill Co. 

1919 

1120 


Date Filed 
March 31, 1920 


Resulting Tax Liability 

Company Year 

Louis Werner Saw 
Mill Co. 1919 


Additional Tax 


$12,166.11 


The above additional tax is determined after receipt of 
vour letter dated Januarv 26, 1925 in which vou state that 
you are unable to establish a value as of March, 1913, on 
property sold in 1919, and definitely fixes your tax liability 
on the basis iof information now in this office. 
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Louis Werner Saw Mill Company. 

Year ended December $1, 1919. 


$15|7,512.32 
17(5,316.03 


Schedule 1. 

Net Income 

Xet income as disclosed by Department 
letter dated December 26, 1924 
As corrected 


Addition—Income from sale of Chicago prop- j 

erty $ 1$,803.71 

i 

Explanations of Items Changed. j 

In Department letter of December 26, 1924 an allbwance 
of this amount was made as representing a March 1, 1913 
value. This allowance was protested bv vou, and in con- 
nection therewith you were requested to substantiate the 
March 1, 1913 value. This you have declined to do^ there¬ 
fore in order to properly protect the government, no jwaiver 
having been filed, the entire amount received for this prop¬ 
erty in 1919 $18,803.71 is deemed taxable; the entire loss 
as claimed by you being held determinable as of a period 
prior to March 1, 1913, therefore not deductible in 1919. 

This decision is based upon the following journal entries 
and explanation taken from Revenue Agent’s Report dated 
October 3, 1923. 


February 21,1919 
December 31, 1919 
December 31,1919 


Real Estate special 
Surplus Acct. Special 
Surplus Acet. Special 
Surplus 

Chicago Real Estate 
Real Estate Special 
Profit & Loss 
Real Estate Special 


$27,973.73 
27,973.73 
IS,803.71 
9,170.02 


$27,973.73 

27,973.73 

i 

is,803.71 
9,170.02 


The explanation given for these entries is as folloivs: 

A number of years ago a price of real estate in Chicago 
had been deeded to the corporation in settlement of aj claim 
for lumber sold to a contractor who had failed. In 1909 
and 1910, this account had been written down an aggregate 
of $27,973.73. The property was sold in 1919 and tlie en¬ 
tries were placed in the books in order to give proper effect 
to the sale. ! 
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90 Louis Werner Saw Mill Company. 

Year ended December 31, 1919. 

Schedule 1 — Coni’d. 

Explanation of Items Changed. 

From the above it is clear that vou considered the loss of 
$27,973.73 as having taken place in 1909 and 1910 and wrote 
this amount off the books, therefore in the absence of anv 
value as of March 1, 1913 having been established, the loss 
is held to be applicable to 1909 and 1910. 

Schedule 2. 

Consolidated Invested Capital 1919. 

As reported on Department letter 
dated December 26, 1923 $1,107,150.66 

As corrected 1,179,150.66 


Increase $ 72,000.00 

This amount is added back to invested capital on the basis 
of statement contained in vour protest dated December 30, 
1923. 

Schedule 3. 


Computation of Excess Profits Credit 


Consolidated net income taxable vear (sched¬ 
ule 1) * $ 176,316.03 

Consolidated invested capital taxable vear 

(Schedule 2) ‘ $1,179,150.66 


Excess Profits Credit. 

8% of invested capital for taxable year 
Exemption 


$ 94,332.05 

3,000.00 


Excess profits credit 


$ 97,332.05 










89 


u 


IN WITNESS WHEREOF, I bare bmoato set my hand, 
and ga wd the seal of the Treasury Department to be 
affixed, on the dajr and year fimt above written. 


of the Treasury: 



, Treasury Department. 


II 




V^&Orr*Sl/ t 
k-niuviT DmtTMtvr.cavruiti* 


,^n 
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91 Louis Werner Saw Mill Company. 

Year ended December 31, 1919. 

Schedule 4. 

Computation of Total Tax (1919) | 


Excess Profits Tax 

Income 

! 

i 


Net income for taxable vear 

* 

$176,316.03 



Less excess profits credit 

97,332.05 

| 





Tax 

Balance taxable at 20% 

$ 78,983.98 

$1(5,796.80 

Income Tax 




Net income for taxable year 

$176,316.03 



Less: 




Excess profits tax $15,796.80 




Exemption 2,000.00 





17,796.80 


i 

Taxable at 10% 

$158,519.23 

$15,851.92 

Total, excess profits, and income taxes 

$3 ij,648.72 

Previously assessed 

9/ 


$1^,482.61 

_i_ 

Additional tax to be assessed 


$1S 

3,166.11 


RAW-6 


(Here follows photostat marked page 92.) 
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Form NP-1 


TREASURY DEPARTMENT 
Washington 

Registered Sep 29 1925 

Office of 

Commissioner of Internal Revenue 
Addi *ess Reply to 

Commissioner of Internal Revenue 
and Refer to 


IT :CR :G-2 
HD 


Louis Werner Saw Mill Company, 
510 Fullerton Building, 

St. Louis, Missouri. 

Sirs: 


A redetermination of vour tax liability for the vear 1919 

• • • 

has been made on the basis of additional information ob¬ 
tained resulting in an additional tax for the year involved 
in the amount of $10,399.71. Details of the adjustments re¬ 
sulting in the above tax are shown iii the attached schedules. 

You are granted 30 days from the date of this letter 
within which to present a protest, supported by additional 
evidence or brief, against this determination of a deficiency. 

Anv additional evidence submitted should be under oath. 
% 

Upon request submitted within the period mentioned, you 
will also be granted a hearing in the Bureau with reference 
to the matter. 


A request for a hearing should contain (a) the name and 
address of the taxpayer: (b) in the case of a corporation, 
the name of the State of incorporation; (c) a designation 
by date and symbol of the notice or notices with respect to 
which the hearing is desired; (d) a designation of the year 
or vears involved and a statement of the amount of tax in 
dispute for each year; (e) an itemized schedule of the find¬ 
ings of the Unit to which the taxpayer takes exception; and 
(f) a summary statement of the grounds upon which the 
taxpayer relies in connection with each exception. 
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If, after consideration of any additional evidence sub¬ 
mitted and anv arguments advanced bv vou, a deficiencv 
is finallv determined bv the Bureau to be due from you, 
you will, in accordance with the provisions of Section 274 
of the Revenue Act of 1924, be advised bv registered mail 
of the final determination of the Commissioner as to the 
amount of the deficiency, and allowed 60 days from the 
mailing of the letter in which to file an appeal to the United 
States Board of Tax Appeals in the event you do not ac¬ 
quiesce in such final determination. 

If you acquiesce in the determination of a deficiency as 
disclosed in this letter and the accompanying statements, 
you are requested to sign the inclosed agreement Consent¬ 
ing to the assessment of such deficiency, and forwajrd it to 
the Commissioner of Internal Revenue, Washington, D. C., 
for the attention of IT:CR:G-2HD. In the event that you 
acquiesce in a part of the determination, the agreement 
should be executed with respect to the items agreed to. 

Respectfully, 

J. G. BRIGHT, 

Deputy Commissioner. 


By (Signed) II. B. ROBINSON 

Head of Division. j 

I 

i 

Inclosures: Statements j 

Agreement—Form A 

mer-5 i 


94 IT :CR :G-2 
HD 

Statement of Returns Examined 
and Resultant Tax Li ability. 

I 

Returns Examined. j 

i 

Name Year Form Date Filed, 

Louis Werner Saw Mill 


Company, 

St. Louis, Missouri. 


1919 1120 March 3l|, 1920. 
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Resulting Tax Liability. 

Name Year Additional Tax 

Louis Werner Saw Mill Company 1919 $10,399.71 

Waiver on file for the vear 1919 expires December 31, 
1925. 

95 Louis Werner Saw Mill Company 

Year ended December 31, 1919. 

Schedule 1. 

Net Income. 

Net income as disclosed by Department 
letter dated March 3, 1925 $176,316.03 

As corrected 170,316.03 


Deduction—Value of real estate sold allowed $ 6,000.00 

Evidence in the case indicates that of the property 
claimed to have been sold in 1919, the ten acre tract located 
at 104th Street between Indiana Avenue and South Park 
Avenue, Chicago, Illinois was sold in 1916, therefore leav¬ 
ing onlv the ten lots located on 33rd Street between Parnell 
and Normal Avenues, the cost or market value of which has 
been satisfactorily established as $6,000.00. 

As no value was allowed in the previous audit for this 
property sold, adjustment is herewith made in the above 
amount. 

Schedule 2. 

Consolidated Invested Capital 1919. 

As reported in Department letter dated 
March 3, 1925 $1,179,150.66 

As corrected 1,185,150.66 


Increase—cost on value of lots sold 1919 
re-instated $ 6,000.00 

As no value was allowed for this property in determining 
the invested capital as shown in above letter, adjustment 
for the value as allowed is here made. 
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of America 


October 91 $ 19_jW«_ 



IN WITNESS WHEREOF, I bar© hereunto set my hand, 
and caused the seal of the Treasury Department to be 
affixed, on the day and year first shore written. 


% 


-i 


e. *. 

< ' -v 




'UmA 



ft 
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96 Louis Werner Saw Mill Company 

Year ended Decembeij 31, 1919. 

Schedule 3. 

Computation of Excess Profits Credit. 

Consolidated net income taxable year (Sched¬ 
ule 1) $ 170,316.03 

Consolidated invested capital taxable year 

(Schedule 2) ‘ $1,1S5,150.66 

Excess Profits Credit. j 


8% of invested capital for taxable year 
Exemption 

Excess profits credit 


$ 94,812.05 

3,000.00 

—(- 

$ 97,812.05 


Schedule 4. 

Computation of Total Tax (1919) 

Excess Profits Tax Income 

Net income for taxable year $170,316.03 

Less excess profits credit 97,812.05 


Balance—taxable at 20% 

Income Tax 

Net income for taxable year 
Less: 

Excess profits tax $14,500.80 
Exemption 2,000.00 


Tax 


72,503.98 $14,500.80 


$170,316.03 


16,500.80 


Taxable at 10% 


$153,815.23 15,381.52 


Total excess profits and income taxes 
Previouslv assessed 

Additional tax to be assessed 


$29,882.32 

19,482.61 

_i__ 

$10,399.71 


(Here follows photostat marked page 97.) 
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Form NP-2 


Mailed Dec—4 1925 

TREASURY DEPARTMENT 
Washington 

IT :CR :G-2 
HD-6 OD 

Louis Werner Saw Mill Company, 

510 Fullerton Building, 

St. Louis, Missouri. 

Sirs: 

The audit of your income and profits tax returns for the 

vear 1919 has resulted in a deficiency in the tax for that 
» • 

year amounting to $10,399.71. 

Details of the adjustments resulting in the above tax are 
shown in Department letter dated September 29, 1925. 

In accordance with the provisions of Section 274 of the 
Revenue Act of 1924, vou are allowed 60 da vs from the 
date of mailing of this letter within which to file an appeal 
to the United States Board of Tax Appeals contesting in 
whole or in part the correctness of this determination. 

Where a taxpayer has been given an opportunity to ap¬ 
peal to the United States Board of Tax Appeals and has 
not done so within the 60 days prescribed and an assess¬ 
ment has been made, or whore a taxpayer has appealed and 
an assessment in accordance with the final decision on such 
appeal has been made, no claim in abatement in respect of 
any part of the deficiency will be entertained. 

If you acquiesce in this determination and do not desire 
to file an appeal, you are requested to sign the inclosed 
agreement consenting to the assessment of the deficiency 
and forward it to the Commissioner of Internal Revenue, 
Washington, D. 0., for the attention of IT :0R :G-2-HD-60D. 
In the event that you acquiesce in a part of the determina- 





















Net income (or taxable period exclusive of deductions (or dividends and amortization (win of or difference between ] toms 21 and 23, the latter as extended). 1$_ Wj2J 

Dividends on stock of (a) foreign corporations taxable by the United States on their net incomes, and (6) domestic rv- I I I /■ qq I qq i 

potations, except personal service corporations from earnings accumulated on and after January 1,1918._UG.Q.aUW... $_'. r vv> '.V ' j 

Amortization of war facilities (from Schedule A26) (extend total of Items 25 and 26 )_- _ 1 _ 1 _!.j... 6 .G.Q.I.Q.Q.. f 1 

Net Income roa Taxable Period (difference between’Items 24 and 26, the latter as extended—Co be entered as Item 5, Schedule D),_..$_ jB5J21SJjSp- ' 

Less deduction, provided in the first paragraph of Sectioh 23, Merchant Marine Act of 1920 (sec page 1 of Instructions, paragraph 4)_ 1 . ! .—- J. 

Net income of a corporation owning ships engaged in foreign trade (amount to be used onlyjn computing profits tax in Schedule I))...$_I_!_!_ 


\ SCHEDULE B—INVESTED CAPITAL. 


Axom. 




Capital, surplus, and undivided profits at beginning of taxable period as shown by books (from Schorlulo ijllDnJM) AL .AfXSflaMICMX_ 

Plus adjustments by way of additions (from Schedule F, Item 4)_._ TaSC'."” ®_ 

ioTAL..„.......-pgy aL tt .. —j* 

Leas adjustments by way of deductions (from Schedule G, Item 7)---SOTWUemwvA—•ewe'_ 



AZ&.&2.3..UL 


'•tw.w vvvr »»»»r » V 


Re mats dee________JUESjSL -RgraXP:. 1. 

Plus or minus changes in invested capital during taxable period (Net Increaso or Decrease iron) SuhcduJc H)- 

Total (oa Remainder) ..........idL...— —*—1..— 

1 Lem deduction on account of inadmimible amets (from Schedule J) __-.V.'.'.::A..V. 

vrw A DDLs 

In vested capital for taxa bl e peri od. (If ro tu rn is for a period lew than a full y e ar, see page 2 of Tfls.tpjgt 

SCHEDULE C—EXCESS PROFUTBCREDItV 


In vested c a pital for taxa ble period. (If i» tu rn is for a ] 


. 1. Right per cent of invested capital for taxable period (Item 9 of Schedule B) - _ _ 

* 2. Exemption (13,000) (except for foreign corporations)_ - ^ 

3. Excess Profits Credit (Ite m l plus Item 21. _(I f return i s for a period lese than a full year, see page 2 of^J 

SCHEDULED—COMPUT ATION 

z. Amocmt or Nit Income (Items^ 

77 oa as, Scrxocle A) nr 
Eacr Baarxrr. 


1 . Dunm 




2 of Instructions, paragraph 14).. 


11. Tax of 10$ on Item 10- 


IS. Im: Income and profits tans paid to 
foealCD eoaatrvm or po ma s l o m nl th» 
Cnltad SUM*. (Dm Section* ZM sad 
/MOfc) ot Revenue Art of 191*)-— 
liAtvm* tax withheld at the Mfeee la 
/ case of a foretra corpora'Ion not «n- 
/ need la a trad* or Wipe** within 
/ / the V sited States, and not harInc 
/ ofBce or pfaoa of business tharaln- 


AMENDED RETURNS. 

An amended return must be plainly marked “Amended* 


.^9...!l29...bL 


the face of the return. 


f / the Valted State* 
/ ofBce or pfaoa of I 

ft. Balance of tax 


a i;__ 

L: 1 


_ 

1 


(Item 12 minus Items 13 and : 


CHECKS AND D 

Checks and drafts will be accepted only if 


/ 7 f W? 


101 






















































































































































Pago 2 of Return 



: 1 


U. Is my property (tnotodtag physical property, aajuiitlb. »■* BMMb property) paid hr with cm 1 
or wUkothmttacfblo p roperty onlmod an tho hookx of t h ii u a pu mfitotoatatMWln Mr ombfthoammmtofcash 

paid thomfar ortho actual cash value of the fBigfh .oy^mfy p oli l th a w lu T _2»P_ If so, submit* 

st s f ome ut showing (o) kind of proporty, <*) ■■■< oIMpMlM*, <c) actual cash rotas of other tangfblr 
pnpalj paid thmvtar. (f) how that vatao woo dotarmfusd. (r) vatao at which tho pro joi t j tsmitegpdenihe 
t ook* of tha corporation. pad (Q uo — at towsorfilmh). Thtaoxommostbooubredor llwi i. H cas tB de G, 
fcrtha taxabir period. 

OS. Haa.adanoato provision boa: mad* l^lha aoeounts oC tho oss a p as ty tor (a) law of ' 

Mud?_(») depredation?_<r) ohsoWwnacif . 

mineral deposits, timber supphe*, end th* Uk* r.... 

If adeqtmb chart* haa not booo made tor dapncUboo. depletion. ol b mlioos nc a and other taw. and tho 


.. «) depletion of 


Hm. 

ixu u r - 

i 

i 

— n-_ r.r-_T ^ 

\ mount. 

Capital itsWjwldM—^ actually oubtandta 

■gatthoetomofthoprorodlagymr j 

i 


_ft 


J. tUerm d i■ i m\ . . . .... 

L Common 

I 

640000*00 ... 


Tutal_. 


,640000.00 


value of tho p ropor ty haa not ban maintained by rspbcomanb that bar* boon ehariod to expense, proper 
additional charge thereto moot bo co m p u t e d tor all yoart In which thoy war* aot mod* oo tho books. and tha 
total amount of ooeh charms Boat bo mtssvd aa Rom 3. Schedule 0. 

OC. Did the oorporattoo oror rtosfve a otoek dividend oa (took owned in another corporation?_ 

If tho law > “y*e." atata In datafl tor oaoh atoek dividend reertved, fa) data rwM, (I) frees whom 
teestvad, (r> namber of dam rootived, <f) par wain* of (harm received, (r) Talua at which entered on lb 
books of account, (J) whachor or not surplus waa inemaad by thb onto*. If*iwwvrl» , 'y*e,“on tar the amount 
by which surplus woo tnnoaciil oa Item 6, Schedule 0. If answer Is "no,” itate the aocoont n which It waa 
t n c todad. (y) data of Mb of any of tho titans of stock lerwfred as a stoek dividend, (k) number of lharM sold, 
(0 amount l ocaH o d therefor. 

Nora.—11 anowass to tho terogcfng qu es t ion i tndloob that stork dlrldonds rsobrad at any ttma bars boon 
treated as an tnmasi of snrphs, and sach Increase Is reflected In the computation of tor**ted capital In 
returns far any or an of tha taxable periods 1917, IMS, and 1919, amended returns should bo AM tor such tax¬ 
able period or periods tn which this omrr 


aowplus and nodteldod proftts: 

4. Paid-In surplus.... 

*. Earned snrptas and undivided profit*. 


I 


7. Ree r rre s . additions to which are not dadurilbl* In onai p n tl n g not l or o sn s < 
(to be reconciled with balance rhestItem*)..... 

1 Other* items (to he derailed)..... 

•. Torsi nr lrijts 4, S,», 7, axp 9 ._.... 

to. Itadocttoa on account of trroa ur y slock.... 

It. fhptfal and surplus at heotnmnoof tasable period oo shown br books 


__ , 


.12000.00 

.0436803.15 
♦ 14363 ()5 niy 


SCHEDULE 7.—ADJUSTMENTS »T WAT or ADOmOSIS. 



Item. 


1. Valuation of patents, ospyrixhb. went prorsmrs. or tormuhr. rood will, 
trade-mark*, trade nrosda,fraertilma,mothmi]itaiiribleproprrtv__ 


7. Valnetlso of tancIMe property paid In Im stock—. 

\ VilntioQ of aoiCs irqtilrid U nvtnbtfkH..-_ 

I 

j 

A Appreciation - . 

1__ 

X Dsprorittioa,deplrtian,andofhsrlomsx . 

ne 

L Stock dtridmd on rtook M In another corporation... 

7. Total DxDcrnux... . 


... 


n. If an oddltlon to t ar s at ed capital la elahnad fac has 1. .Schedule 7. sohanlt a I 
(a) the kind of property, (!) tha year In which It was paid In. (c) from whom acquired, ex plorin g h is r a h fim - 
thip to the corporation, if) the actual cash Tatar of soch property at tho dote when paid In, (r) tha par eatao of 
stock or shares broed tbarafar and the amount at which such property we* entered In the *ocrxm£x, (/) tho basts - 
upon which tho actual cash rein* of tha property waa detannlned and tho data whan snsh determinattae was 
made, and If) the amount of dapndailen sustained an such property from tha dab of aoqutddon to tha hog tmlnt 
of tho taxable period. 

TX If on addition to In Tes te d oapital b claimed In Ham 2, Schedule 7, submit a sbbmsnt showing 
(a) the kind of property, (») the year In which it was acquired, (c) lb emt, If) tha amount of depreciation sue- 
talnod on such p ropert y from the date of sequiritien to the hegfigung of the taxahtapmiod. Mababowbrihsr 
eorh item sought to be rostered W*« actually need or nsablo at the hoglruilnr oftho taxable period, ttorothasa 

exparaliPtrre, when mad*, written ofl In lieu of depreciation*_ U so, explain what edlustaamito 

have bean made to provide far depre d at i on in view of tha pro p ose 1 r ea l or al loo to surplus. Additions tat thb 
Item ora eumnlaUv* to tho boglnaing of tha taxable period. For all ad d i t ions bommder pcoiletaa must ha 
made ioc depredation to tha beriming of tha taxable period. 

7X If any addition to W rested oapital b nhlraort In Horn X S ch e du le 7. stab opot sflrm Dy tha amount of 
dapsaciaUan written aftaaoh yam in the books of the eaaapany and the amount aDewodaa a deduction In cem- 
Addl b ono to thb Item set cu m u ta tt v* to tha bstimUm of tho taxable period. 


SCHEDULE H—CHANCES IN INVESTED CAPITAL DURING TAXABLE PERIOD. 

I. Chanma In 1 Drooled oapital darinc the taxable period ordinarily arise tn one or more of the following 


(e) By sale of capital stock tor rath or by the Issue o> capital stock tor terrible cr other reset*. 

(») By payment of asermmanU by stackhoMan or by creation of paid-in wrplur by contribution of 
stockholders. 


lima. 

AX—L 


■ paid 

« _-_ 

^ iiMlHmm «w t UA tm . .... . 


X bvprrcsatlan at depbuen diml la tha acrouets of the corporals 
dim Unwed hy the DniorTmautm a dortactlo* a* Income tax mtem 

4. Total.. j .-.. 

m bat 

- • 


,... 1 


G.—ADJUSTMENTS BT WAT OP 




Gi. Is any patent, copyright, ssceet pcooaoa, or tormoia. mod will, t 
other similar Intangible p ro p e r ty, paid tn lor stock, named a* on asset by the os r pnc x tlooiT, 
not ontawd sportflmBy as such, b the tabcglblo nine merprt under my ether bile or titles on the books or 

bobnee sheob submitted with thb istorn?.-XlQ.- Is It enbsad on tho books nt a value In exetm of lb 

actual cash , alos when paid Inf.. In exams of the par voioe of tha stock ImuadthwifcrT.. 

lathe m srepN of oaohmaoboogultod poor to March Li9t7, i a im ed on thabooka at a vatao tn axon of 23 per 

o*ot of the par voioa of the stock outstanding on March L 19I7T- - -Is the an mpt s of suoh eeseb 

mured on the beaks at a valoo in extom of 25 per eat of the par rahm of the • 

of the taxable pwbd?.. 

If tha xaswur ta amy ef tha bmcsiax queeUam b - yea. ” anbmtt * * 
to me* amsb aeqWred (I) before Karri) 1,1917, and (7) on or after that data, (e) dale of acquisition; (») cash 
robe at that date, with * fitliti esptsasMic of tho bmb open which each oo* rotas wm determined: 
(r) per rota* of tha stock Imcsd thmato*; <f) par rotas of total stack mrtrioodlnc Iforcb X **17; (r) par vata* 
Vtoulscodt ou sst mei lax at the kst ta si ln i of tha tnxu b ia p arted; (/) tha rolaa at which such aamn are aoterod 

OQ thi btob gfOMOOrptflU^, 

•If all the lnfmcfhh* wrv* atytoi 1 baton ItaMta t, J9t7, tha omaunt by which (J) ox om d a <»), <c), 23 pm 
cent of (f), or 23 pm cant of (t), whictorror b tawmt, b*oatarod m Nrm 1, Schedule C, tor the taxable period. 

n the intangibles wan acquired on or after Mm*X<N}.thaamomt by which theantryln COrebtinc to 
aseh interclMos ansoade (3) m fr) rebttnc thmrta, m Spwmnt of (»), wblehovm b lowest, must be inciodtd 
in Item 1 , Schedule O. tar tho taxable period: Pi «H f. That If laimgthkm wan acquired hotaro March X1917, . 
and aha an or after that drio.dodortlsn shall bo m o rt em that tha amount tartadodln inv a ded capital tor tho 
ounce tti QCIatonsIMmihalTarriTroiittlirm rout ofthe pm TilniWtbr*g*i1rTmkTirrtm1lnrst The brtlimtnr 
ef the taxahis'postad. 


(r) By liquidation of part of tha caiotal by r et i rement of stock or by purchase of treasury rtock not 
out of current aarninrs. 

(f) By payment of cash dlvldcods out of mrnincs of prior years. 

(*) By paymant of FodoMlnoomoand prodta turn for previous years, 

Tho chmtcm with impact to taxm will ooour in naarty army coo*. Should no obosigm bo umed. tho noma _ 
tor tha omimaoci should be stated. 

X, The foaowine Instructtous should bo toOowed In maklnc tho above ai Hu s f— t a; roah Jtssn should ha. 
dstognabd m an addttlon or dadoction. deduction bsingdmi(D*bd by rrd Ink: 

(a) If stock Is Issued tor caah, tho actual cosh ncrivad (but not the omotmt of dbeount) stooriW bambmod 
tn this schedule. Assets (other than tmfi) paid in tor stock must be valued In a ww rda n c * with i ao tl an Mtf a) 3) 
Of tha Rerwuua Art of 19tX 

(c) IX oapital stock of tae corporation b roaoqoind but not paid tor out of iu i im t proftb, tho omt of such 
stack should be deducted from Invested capital. 

(«) Report dividends paid oot of profits ef prior yean but uot dlridmds paM out of proftb of Ota taxable 
period. ABvdbcrihation made durim the first «0 day* of (be taasHepano-l Wall be doomed to hero ham made 
from earning or profits accumulated during tho pmoadtag taxable period; but a*ydlriribottau mods during tho 
ntnelndar of the taxable period shall be deemed to harobemi mads from the proflta tar that period to tha extent 
that such profit* are sutOdcuL (ire Articles XS7 and 13S0, Hegaletion* C.) 

(r) The amount of Federal Income and pnflb taxm payable Would bo ponied and deducted m of tho 
date sorbed dm and payable whether raamvro have been set up on the books or noL (fire Article SC.) 

The average adjusted deduction to bo eotsrod in oohimn 7 equals total Inoom* and profit* tax multiplied 
byfiClL 

X The data called tor In orimnns 1 to 3 should bo given for sD transect ioo*. »o*pt that oolumns s and * 
ms eppUcabb only to the ban* or raacquUtion of tb*corporation's stock. 

4. In oolumn « antm the ntunbm of day* ram si rang In th* taxable period (Including the dab of change). 

X The net change* not reported tn Schedule L, if not In acoordtaoe with the Incnoem or deervaaet reflected 
tn tho balance sboob. should be fully reconciled therewith. 


1. Nature of additions 
and deduction*. 

7. 

Dab. 

3. Number 
of sham 
sold or re¬ 
acquired. 

4. IT.hr 
cash, stab 

price pm 
tharr. 

A Amount of cosh 
orra*h value 
aetiiaily rocrivod 
or pout out. 

«. i 7. Adlntoo* morse*. 

' /Cahwae OOCMewa «\ 
ll,~Ki:x^r«'«a.ahiiv 
ribctivw. , - ,i 

, income 

IX^ 


^. 

t i3145e» 

9 •4214 0302 #Z.7 

.i_ 




« 

_ U 

, 




:::::::: 



. 


i 

7 




- _ - 


• 

5 . _ 

. 





| 







i 

7 , 

[ _ ; 







..J 


_ 

_ 




SB im-kt... .. ..xrxxam.- 


i m without pm rotas, tor tho j 
1 tabs tho bir market value m of the debar dates 
I on Earth X 1*7, or at (he bagfariag of tho 

So 


Notx—I f tha stock of tho corporal ken Was imuod at a ■ 
of the computation under Itom 1, tho par mine Wall bo i 
of Issue. Tho aggramte roluo so firCermlwd of stock I 
taxa^taprio. Wall bo tho basb tor tap compu t et k m 

OX Is a*y to*g5tili propmty. paid In tar jtack.serried sail 
V ax b It ammod an tho books at a value la oacom af lb apbml eari 

MMiafite m of ShooOoak nmd thsrftorT , - - 

II the aaawor b oltbrn of tho last two qoariiona Is yso, ’’ submit a talmtal ahowtag (s) kind of propmty, 
l*) whoa acqulsed. (c) par value af the stock paid thorn ta r . (f) actual caW value of tho property wtau paid in. 
(«) tha baris oa which that roluo wm determined, 10 value at which tho property b oobsed an tha esrpmationk 
baakx and (#) amount by which such roluo exceeds tho i li s w s h b rotas os>dm fi sB tltxi 229(a) (2) of tho Boronoo 
Act of Mi Entm fhlo amount m Itom 2, Module O, lor tho taxable period. 


SCHEDULE J.—INADMISSIBLE 


Has tho corporation any badmbolble aamb 0- a., steak*, bands, and other o hH gati m b. except ohligatiene 

of the Dmtad fitmaa. the tooome from which b fiat taxable)? -^ 

If m, attach hereto a steiamsnt shewing tor tho taxable parted the tacts oaSad tor in Items (e) to U) of thta 


rrinoarparated. r oo r p ri rn d , oOconmljClmedOT watlbownstihlp 
wopmty efbr Kerch J, 10177-flfl— If m, aoswmtho 

mfnthapsspmty wi 


GX Was the 

aWa*m la ownership of propm ty 

(s) Did sb tntmsst of 10 pm emit or more In the 
In tho control of tho 

(») Vforoaoy of Th o ooy U oetorodaa tho books 
*• tbs hooks of lb 

tho poor! oos owner of any i 
or darotapmogt 
ones tor doprodaUon, 

(f) If all, m snh e t o nfl a l y an. of tho p r u pmt y wm 
attach bmof n ho lmro Woottof such psadooomm amp isurlnm soot the: 
data Immediately prior to tha tramtor of tho property to tha 
sheet or staf om mt of tho corpmstVw nmktn g thb rotomWaafiig tho 
ithebeekx 


tho toOowtng t 


Imwaa thorn 



gof tho taxable period and at at tho 
f tha raton, and aho a bataacw 
■ at which mob proparty roos t rod 


& 


l^trrfho f i nrii i t i af tlTftrn'nlnf In -t-* 1 1 ttor1*alTafb asset to trwWwTSft shall aof be a Tb i e sfl p g 
them would hero bam allowed to tho previous owner, lr a corporation; or. If aot a omporntkn.at lb omt 9a 
such previous owner, with proper edtmtm*nb for loosn and Improvements. 


If the Irmim* from such mmt* oooolob In port of gxb m pool from tho sale m other di op oa n lnn thmoof. or 
If a& m pmt of tha 1 atmmt dartvod from mch asaob b In rihctlaaladad In tha net Ineorw baeaum of tho limitation 
on tba fisduottoo offnbrsst undm Sactbfi 2HCa) (2) of tho Xoronaa let of I91XTh*n ooorrmpoodbg part of 
tho capital tnvmbd In such aa>*b is damned sc admlndbloamoL Insuohoooosottorthlndotafl- 

(o) tho roriom kinds of lnoosne dsrirod bom soch amsb and tho computation of the port of tho capital 
larosted therein which b deemed an edmlmlble amrt. 

Tor tho purpose of this schedule Inadmissible posses sh»3 bo mined at poet of aoqutsttloc. exaro* that if tbe 
corporation badeaimInsseurltlm and invonlortmBsdbamsblnaocordaooawfth Artioial39XBe(nlatioai43,toch 
tnvmitocy flgub shall ooootl tub the measure of value. Adntialb**emU«hen tmroiiloa-esjrovtded in Sectionr 
22X ao.m»d III of the Revenue Act of 1913 and Artlelm SS-fiBA 921-911. and Ml of Begriatiooa 4L The a v war* 
Mount of tomb if each ktad bald during any year may osdinarily bo dotmunnad bp dlridlng hr * the sum of 
tbsmml w.sAA«tth.hmtTmlnxofthaOaxatAc pmtoa ou ii flu saa—fiMdot I b s V r d at the taxahb 

ported. In soch ease the amount of •dnvmibleaaerix may bmt be detmmteed from fl)tbehatanoe short mat the 
af the parted e<bio<d with respect to thelbmo In Scbadn s m 7 and Q and the balance sheet as at 

^Ungty a ^wXed But If at any tlme lurtcg the tax»h>period a mh o t a n t l elehsf 
km tahm ntasa tn the amount af such assets, tha average amount mu*, ha tomsxmtoBd as provided In Article 
933 of Begulatiau* 4X In such emo show in dossil- 

nw ffittflft ofnefa w w stom t • 

oftBBlmMhto sm*bU at bagBufing of the taxable parted: 

of iMtebsthlr amris bold at and of taxable psriod: 

amount oflmdmlxsihiemssb held during taxebk parted; 
of admlariblo aomb bald at bogtaalag of taxable pm*d; 
of admMbbasmt* hold at thaond of taxable prrtsd; 

_ mast of admMbb amsb hold dmlng taxable pariud; 

of(»)ptas(i); 

(J) r mco pb c o which (s) Is of (0- 

Thls psractegq 0) should bt applied to tho amount appearing oo lino 7, Schedule B, In <xdar to oMoir the 
deduction oo arcecmt of InadmMNoamrtx whlrk should ho robrod on line 9,6cbcdn)rB. s-«mts 



ro 























































KIND OF BUSINESS. 


1. By mean* of the bey letters given below, identify the corporation's main income- 
predudag activity with one of the general cb—a. and follow this by a spddal description 
of the burin*** sufficient to five the infornngian called for under each general claw. 


Page 8 of Return 
QUESTIONS. 

14. Zf tl 
following: 
f«)Did 


A.—Arnroltore aad 
including the lieeng rf 
quarrying, including 
the product or proda 
if not fapBed by the 
bridge#, railroad*, toipe, 
or machinery, without 
used, or kina of metal 
kind and (pedal product 
or water); electric fight or] 
telephone; waterworka 
(elevator*. 


_ fishing, logging, ice har v e Wrng , etc., 
product or product*. B.— M i nin g and 
“ i baring of each property. State 
the product and mlao the material 
letroction—excavation*, building*, 
installing km with systems, device*, 
nature of str u ctu r e* built, material* 
water, local, etc. State the 

_,. __ j utihtiee—ga» (natural, coal. 

orateamgenerated); beating (eteam or hot water); 

>—without trading or profit from mle*— 
etc.) State product atored. K 4 .— L ee rin g transpor¬ 
tation or utilities.- Stole kind of property. T .—Trading in good* bought and not pro¬ 
duced by the tr ad ing concern. Stole manner of trade, whether wholeeele, retail, or corn¬ 
in'——|. and product handled. Sale* with storage with profit primarily from rales. Ov— 
Service—domeetic, including hotels. restaurant*. etc.: amusements; other professional, 
personal, or technical service. State the amice. H-—Finance, including banking, 
real estate, insurance. L—Concern* not falling in above cl * w as (a) because of combining 
several of them with no predominant burin©**. or (61 for other reasons. 

2. Concerns whose bunnees involve* activity falling in two or more of the above 
general daesee, where the mrmr product i* concerned, should report businem a* identified 
with but one of the above general chares: for example, concerns in A or B which also 
transport and market their own product exclusively or mainly, riiould still be identified 
with classes A or B; concerns in C (manufacturing) which own or control their source of 
material supply in A or B aad which also transport, aril, or install their own product 
excluavely or mainly, Aould be identified with manufacturing; concerns in D may 
control or own source of supply of materials used excluavely or mainly in their construe- 
tivo work: concern* in £1 or £2 may own or control tbs source of their material or power : 
concerns in F may transport or store their own merchandise, but its production would 
identify them with A, B, or C. 

d-<-.hyw»_ C. Luaber -- 

(6) Main income-producing bonne** (give specifically the iuformatioc called for 
under each key letter, also whether acting a* principal, or a« agent on commis¬ 
sion; state if inactive or in liquidation^_____.— 


OTHER CONCERNS IN SAME BUSINESS. 

4. Enter on the following line* the name* and addresses of five 
in your locality or section of the country engaged in the same kind 


badness: 


~*SSroi I*. 


Grayling timber Co 
~TriSiont Xuafb cr~ Co " 
“St^rairigLufflberCo— 'BHPCrop~'E£ 


INCORPORA 


5. Date of incorporation_ 

6. Under the laws of what State or country. 




Hi *40*1X1 


re answer to qusedon* 11,12, and 13, or to any of them, is “yes,” answer the 
the corporation fib A ffili a t e d Corporations Q u ss tWin s ir i. Terr 819, for 1917 or 


.ve concerns 


REORGANIZATION AND ACQUISITION OF MIXED AGGREGATES OF ASSETS. 

• 

7. Has the corporation, or arty rf if* p rtdiamen. been reorganized, or baa. if, or ®qr 
of it* pmUcaton. token over a going bunnees or acquired a mixed aggregate of toagiblo 
and intangible p ropert y , and pmd for such property in whob or in part with stock or ether 

securities rince the dose of tho preceding taxable period?__ill?_ 

8. If so, furnish a brief narrative history of the business and submit a statement 
lowing: 

(•) The name of the concern token over (or from which the pro pert y was acquired); 

\b) The nature of the arert* and hsbilitie* so acquired; 

(c) The total par value of the stock ireusd therefor; 

(a) The valuo at which each dare of assets was carried on the books of the concern 
from which acquired (submit a balance riieet of tho prede c essor concern as at the date of 
acquirition or as at the does of its last accounting period prior thereto); 

(«) The value at which each item was carried on the books of the corporation rutViiw 
this return, and full details of anv adjustments subsequently made pertaining thereto ana 
the bans on which such revaluation was made. 

9. If patents, copyri gh ts, secret pr o e ase — or formulae, good will, trade-marks, trade 
brand*, franchise*, or other intangible property ware acquired, state the basis on which 
their value was determined and how they were paid for. 

10. If at the time of any purchase or reorganisation as contemplated in question 7, any 
pro p erty was entered on the books of the reorganized concern or any vendee predecessor at 
a vain* in excess of that at which it was earned on tho books of the vendor concern, state 
tho bans on which the revaluation was mad*. 

AFFILIATIONS WITH OTHER CORPORATIONS (TO BE ANSWERED BY 

EVERY CORPORATION). 

11. Doee the corporation own directly or control through closely < interests or 

by a nominee or nominees over 50 per cent of t^| outstanding voting capital stock of 

another corporation or of other corporations?___ 

12. Is over 60 per cent of your outstanding voting capital stock owned by another cor¬ 
poration or by two or mof* corporations that are affiliated?___ 

13. Is over 60 per cent of your outstanding voting capital stock as well as over 60 per 
cent of the outstanding voting capital stock of another corporation or of other corpora¬ 
tions owned or controUei^jj the same individual or partaaohrp or by the same individuals 

or partnerships?____ 


“Yes" or “No". 


subsequent toxahb 

question is “yes,’* a quasti remain is not re qu ire d, except 
described in ques ti on (I). If the answer to this question is 

1 11,12, and 13. or to any of them, b “yes;” procure from the Collector of Internal 


If tho answer to this 
the circumstance* 
no,” and the answer to 


questions ii, 12, and 13. or to any of them, to yes, procure mm tne collector of internal 
Revenue for your district Form 819, which shall be filled out and filed as a pert of Ais 
return. If the answer to this question is “no,” question (6) need not be answered. 

(6) Did substantially the same conditions, as are set out in the questionnaire filed for 
1919 or prior yean, obtain during tbe entire toxabb period 1920? Answer “Yes" or 

’No"-If thwiusw to this quaatirw is "no,” a statement, sotting forth the 


particular* in which tbe rituation has ehaaned, should bo attached to and made a pert of 
this return. If there have been substantial changes in stockholdings, a complete schedule 
of such changes riioold bo submitted in tbe form prescribed in Tables 3 and 8 of the 
questionnaire. If there are companies other than those covered bv tbe^ucstionnaire for 
1919 or prior years which, applying the toots contained in queetions 11,12, or 13, may have 
com© into the a ffi liated group since 1919, a questionnaire, Form 819,' is required for the 
entire group for the taxable period. 

VALUATION OF CAPITAL STOCK. 

15. What was the fair value of the total capital stock of the corporation as determined 
in the last assessment, if any, of the capital stock tax? 3_Date of that 


PREDECESSOR BUSINESS. 
16. Did the corporatism file a return under the same 


for tho preceding taxable 


period? Answer “Yea" or “No* 




If not, was the corporation in any way z.' 
outgrowth, result, continuation, or reorganisation of a business or business©* in existence 


during ibis or the preceding toxabb period? Answer “Yes" or 
■ is “ye*," give name mid address of each predecessor business. 


No". 


If 


BASIS Or RETURN. 

17. Ig this return mad* on the bans of actual receipts and disbursement*' 1 .'« Q 

If mot, describe fully what other bans or method was used in computing net income.. 

_AgflWftljj...... 


GOVERNMENT CONTRACTS. 

18. Have any adjustments been Blade during tho toxabb period on account of con¬ 
tact or contacts with tbe Government or its ag e nda * or in any Government contact or 
contacts tram which tbe corporation derived income directly or iadfeigrily, through tho 

operations of a claim board or otherwise? Answer “Yes" or “No "..lift.... If so. state 

the amount* involved 8_ ; whether or not such amounts are included 

; and, if not, was an amended return, accounting for 


in this return ..-.. . ... _ 

the additional income, filed for the toxahb period in which the contract was termi¬ 
nated?_ Submit a schedule showing full particulars of the contact, date 

entered into, date tho work ceased under mid contact or contacts, and the amoont aad 
nature of this adjustment. 

AMORTIZATION. 


19. Has amortization been claimed? Answer “Yes’* or 
state for what year_Amount $_ 


‘So** 


If so. 


PREPARATION QF RETURNS. 

20. Did the corporation employ anyone especially to prepare/* advise in the prepara¬ 
tion of this return? Answer “Yea” or “No" _If so, give nam*- and address 


aad stftto to vhftt extent such mvCkqoc or edvirc wbb received . 

Crockett, Cotich m an 9t Crawf qrd_ 


LIST OF ATTACHED SCHEDULES. 

Enter below a list of all schedule* accompanying this return, giving for each a brief 
title and the schedule number. 


A -12 Ordinar y A lio ccoaary Expenses 

JLSfl lance. .ShRgf.. 


SCHEDULE K.—BALANCE SHEETS. 

Attach hereto balance Aeeto as of the beginning and end of the toxabb period (preferably in parallel columns), showing as nearly as precticabb tbe defails called for below. (Tbeee 

reconciled, and if this is a consolidated return, balance sheets-toon Id 


balance riieeteriiould be prepared from tbe bookd-and should be in agreement therewith, or any diserences riiould be 
be furnished in accordance with paragraph 8 of p^e 1 of Instructfons.) 


CMh (brindfar«sto In bank *ad oo toad, wrdft- 
e*r**efd*pent,*tc.). 

> (Mot* dadoedog nera* fer io**w). 
lt*e*e*to*i 

■ (tob*d**rt9*d). 



DotkI. - 

V. 8. bands and ahHpdfra* (* 

•tat*d*a-‘ “ 

K ran pc (a 
OtlHT. 


1 tarn to b* 



CftbtdwaOtd). 


Tools i _ 

Dotlvnry aqntpnant. ’ 

Offlo* tonnemo. 

Otbar fstat* chaiaetw). 

; Total. 

•lUrerr** tor depredation nay be dodoctad tmm to* re*p*ethre ( 


assrrs- 

I*o i ss wva * tar depredation («bow amrmtaCy 
amoont appUCBbl* to **dt flx*d *m*t>.* 

Krt Value. 


raid for In 
laid lor In 
Omni by 


or eckw tsnslbl* propety. 

I (otter than atoak dtridnadi). 
dtvl dra d 


LxAsmnxs. 


To otters (lododtnc beak 1 




Oobood*. 


Total. 

ntiorU*ml*odootboB*blttt> Mdasftb* 


AU corporations engaged in an interstate and intrastate trade or business and i 
officer, may submit in lieu of abeve Form copies of their balance sheet* prescribed T 


Tree*. 

lam*d^MM**«d tmtnm. tV ,, 

b*d*tdiod). 

'"•Aaremaraadnc ehkb are not *n*w- 
lsato*MB Income 

_▼** tor be* o* not** and *eeoants 

no*Tibk 
Otter rmmrm (to b* d*c*Q*d). 

qte*md«SSSM*n& b * 

Tor ai. 


, Stats, municipal, or other public 
f and end of the toxabb period. 

*— M0T 


1^2- 


Ca> 






































Page 4 of-Return. 

SCHEDULE 1~—RECONCILIATION OF NET INCOME AND ANALYSIS Of CHANCES IN SURPLUS. 



. Lizll.g cgOSE 


SCHEDULES SUPPORTING SCHEDULE A. 

The following schedules out be furnished, and those prepared on separate sheets should be finely attached to this return. Enter name and address of corporation on each sheet. 


SCHEDULE A3: COST OF OOOIM SOLD. EXCLUSIVE OF 
ITEMS /•av.s.wrx TOR SEPARATELY. 

It Nssd la a trad* or tuatoai la «Mcb tb* hdAmIb, pa 
la an i acorn w p rn rt n rtii g hem, (a) rne ur o tram tb* Collertor of lot 


REPAIRS. AND OTHER 


or ah of msKhaodleo of iqt kind 
lovsoo* and HI* aa a pan of tali 


oateohnoo. th* 
a. whichever lal 
bought tor sal* 


, (a) secure Iran tb. Conartor of Intaraal Revenue oad Ilia aa a pan of this 
Form 1130. and <») on In tb. tattering schedule. setmlng oo ttooa 1 mad J. lmmedl- 
io. tb* toman ~C.” or “C or M.“ to ladteoto that lsvsatsrtm or* valued at sitter 


SCHEDULE A17; PESTS ASCERTAINED TO BE WORTHLESS AND CHARGED OFF W 11H1B 
TAXABLE PERIOD. 

Sabmit a schedule showing tb. amount It) ortxln* from soles. or amiera previously iwe tof as Income; 
(*) arising trom otbor sourer. (Intrml, not, rormltln, etc. I prexlouslv reported >< Income; ir) arising rrooa 
aaa eo* othar than thoe# spoeinrd above llo tv lumped). (Hoe Article (SI, Keculatlccs C.) 


■ omdudaf (ooda. (0*ba«t schedule 
the mlaorTtami bring grouped la oo. 


SCHEDULE All: EXHAUSTION. WEAR AND TEAR (tactadtng abmltteonco). 

U a d o d a n t to o It mad* on amount of depreciation. th. following schedule roust tv HIM lo. and tb. total 
amount claimed tbsrstn should oonmpvnd with th* figure* reflected In th* tvlanor sheet. Load valnm moat 
Dot boigghidedla this W ta o do lo. (8m page 3 of Instructions, paragraph 10, and Articles 1st to 171, Rsgu- 


of year__ 


at mad of year. 


-L... 


SCH EDULE AS: GROSS INCOME FROM OPERATIONS OTH ER THAN TRADING OH MANU¬ 
FACTURING. 

*a built a tstoednl* showing tb* natnro aad womans of tb* pstas^pal Items inetoded teesin. tb* mlar teams 
Mag grouped In so* ameant- (For tasunuj^a oampmdm tm pas* I of Instructions, paragraphs 3 aad A) 

SCHEDULE All TAXABLE IN T ER EST OH OBLJOATIONS OF THE U NIT ED STATES AND WAS 
FINANCE CORPORATION BONDS. 

IT lntwaot was dw i ve d during tb* rax a h l* parted to* Liberty Bcwteer otter obUnOaos of tte United 
Statm Imped since Sep t ember 1.1*17 (except Victory Liberty Loan Ndtm), or War Finance Corporation 
Hood*, same from tte Ooftocn* and file as a part of this return Kto*du]i of Taxable Intsrart an Liberty Hoods. 


U NTI ED STATES AND WAS 


Job of Taxable In tenet an Ubsrry Hoods, 

Form 1IR 

8tat* tte amount of Vlrnory Liberty Loon aad 4{% Soma originally aubaatbad tor and stilt ownad 

at tb* datocfflBnf tbbmtoni.l-_. -Hone. _ 

State tte amount of Fourth liberty Loon 4|% Bon da rrigtnaftyaclnM ml tor pad will owned at tb* dot* of 

ding tbb rstarn, I_ __ Sqsic_ 

If this la a consolidated return. B> Form 113&, and answer tb* ater* qneetlors lor *acb ol tte corporadoos 
comparingtbo affiliated group which owned during tb* taxable period ratable obligations of the United Statm 
and War Finance CorporatismBonds, as ooch affiliated corp o ration Is *othtod to tte exemptions 

SCHEDULE AS: TAXABLE IN T EREST FROM ALL OTHER SOURCES. 

Submit a s ete dobstewing th*some*, tmtnao. mid o oi i mat of tb* principal hams fassloded terete. ttemtnor 
Items being graopod In on* amount. 

(I) How* yon larioded In this Item any tatonet. on pi ter (id stock?-■ .9,_ II to, tew moteT 


Note.—I f o b o otecwrcs is a tenor In determining your deduction attach a statement showing the amount 
cUlm*d tor tte taxable period and tb* boats on w hich computed. 

SCHEDULE AN: DEPLETION. 

If a deduction Is claimed oo account of depiction, sorur* from tbecollcrtor Tom P f minerals). Form K (cooll, 
Form F (miscellaneous nonmetals,. Form O (oil and gas), or Form T (timber), fill In and 111* with return. If 
oonplata valuation data has born filed srith qumtlonndr* In previous rejrt then Die with this return inform a- 
tleo necessary to bring vour depletion schedule up to date, setting loeth In full stxrernem nf alltramunJonsbea*- 
lug on deductions or addltmot to value of physical assets with explanation of ho-v depiction deduction for tas- 
able period bas boac d*t ermine I. In cam of timber this should be doDe by filling In rortn T (tlmlwr). 

SCHEDULE A22: PROFIT OR LOSS ON SALES OF CAPITAL ASSETS AND MISCELLANEOUS 
INVESTMENTS (fasdndteg HqnldaUag dividends). 

In ras* of disposal Of property, rmuhiog In a profit or loss, the toilosrlng scbrsfiil* must be Ailed In. using 
a separate line tor each asset. 


(?) Have vou Inehldad In thislt*m may Federal! 

boodsT. T.P.. If so. bow much? I-.__ 

For l Blerrat on toratrn bond* submit a srtednb sc 
national, Stair, man Id pal. or corporate). It) amount 


I tan paid act 


of t«4>*» covenant 


; f. Cost, or If 

, 5. Ag* acquired pr’ar I 

1. Klndofpropwrv jll£|52 when to Mar. I. tvtt.the 
,0<,al " <1 acquired. 1 fair market value | 
i oo that dot*. 


J. Cost of 
su1>*equ«et 

Improve¬ 
ments. tf any. 


Depreda¬ 

tion. 


'. Hal*primal 
liquidating 
dividends 


■tearing elnomeef co 
at of prinripo], and <F) 


af country. (») kind of ahttgationa(wfaatter 
d (<f) amount of intanst. 


SCHEDULE At: DIVIDENDS ON STOCK OF FORBUN CORPORATIONS. 

.Submit a aebadub ahowtag (1) with i m p e d , tooaoh lorsfcS corporation taxable by tb* United Statm on 
its net income, (o) name of corporation, (*) counter In which organised, (f) total puf Vino of stock parted, and 
frf) amount of dlvidendo. (.’) same Information srtth r aa p i rt . to ante toratga aarporatVm not taxable by tb* 
United states on Its net income. 

SCHEDULE AIO: GROtSS INCOME FROM AIX OTHEE SOURCES (not totettog any amsunt with 

Dabmlt a seteduio ahowing lb* sourm, natura. aad amount of tb* prlarimllteras Incksted beralu, lb* mlimr 
items being grouped In os» amount. Tte total of tte satoa dnl s should be tennud m Item 10 . Sdhodub A. 

SCHEDULE AU: ORPI N ART AND XBCSBSABT EXPENSES (mm* toman exited tor n^iteD la 
ScfesSnto AV 


Sohmit a atats m en t showing ohastetar ted Steaotealtte prinsteal I t a m a trm ln rtel herein, the minor Items 
being grouped In oos amoom. (Par atestetoa to boaatmtaad by nvur som Orva pa t dm em page 1 at fnatroc- 
tiona, paragraphs 4 to 7.) 

SCHEDULE AU: COMPENSATION OP OFFICER*. 

teibooit a sebodnte sbowtte toroate oOVur (l ) nuaar, <T) dnttoo, (J) time drvotod to ante dutlra, (4) share* of 
otaefe ownad *r oootralted. U) »mfm**A. O) nmmmm : O) nmol omweaoaSma ter tte tonobte poeted,ote(0» 
amount of,endraaaoo tartnate**.uUT,*xnr prorodingperiod. 

Submit a sebadol# teau l ng’ tor ante oanbyt* at x a toteb oMor of tte corpora lion), who** comptnaotioo 
text tbo rxto of OABQor morapor inBum.toctxstmllartotteoocalled lorln rmpoc* toodicasa. 


Not profit or lorn (total of oolumns A and 7 minus total of oolomnx 4 xud S). I.j211«dO. 

Suta what amount. If any. Included In oolumn 4, represents good trill.. t... 

If any of the aaxecs werrae q olred prior to March 1,1913, state bow tho fair market value on that date w as 

d w f u jwfl -janta.i - s. , .... ............ . . ............... . ,.,.a.a. .. r e,, .,......,-,. 

In earn of exchange of property, submit avMeooe aubrtantlating th* basis used In arriving at tb* market 


SCHEDULE AS: LOSSES SUSTAINED DURING THE TAXABLE PERIOD AND NOT COM¬ 
PENSATED FOR BT INSURANCE OR OTHERWISE, 


SCHEDULE AM: 
•upatoa). 

Hubmlt a acted 
bring grouped pw 


A schedule similar to tte on* requested above should) be Wlhaiilted with respect to losses of property aris¬ 
ing tsosn firm, storms, shipwroek. or other cnsusltr, or from theft, and not compensated for by Insurance or 
atterwim, rxnept that nrunran7 should stew "insurance and salvage” instead of "bale price or HquklaUng 
dtvttteda." 


sand amount of tte principal Items Indtsdad banhs, tte ml 
H bud nti of repoira am page 3 of InstructlOtoa. paragraph A) 


bemSgaaf a klwd lending tot 
poM by bunks and otter oori 


kevutote Act of BIL 


ssafr tor mch etas* of taxes de duc te d , it ) rteran s w , acd O) omonnt. 
.Him which are a credit tmter Stotioa 23a. farm aasaaaad against local 
the valnaaf ttepropartTaamasad.ad 8 taca.ooanty.a 0 d mumcipaitaxm 
s baasd ou tte value of tboir captral stack are net showahte deductioosln 
apora t ton a . ( 8 m Artieto Me, Eogolatlons 43 , aad BacGon 334 (a)( 3 ) of tte 


SCHEDULE A2A: AMORTOATION OF WAS FACILITIES. 

Tbs amoant danaad as a deduction tmdsrthls Item should ba substantiated bv schedule prepared In Accord¬ 
ance with Hoetiaa 214(a) 9, Roveona Act of 191\ Artictea 1 M to W, Inehulv*, ol KcguUtiuns 4J. 

DISCOUNT AND PREMIUM ON BONDS SOLD. 

Thtos must be attached to the return a schedule showing In detail each Issue and vale of londs of tb* 
reporting corpcratico gtvhu; the folkntlnr InlonnaiMa: >a) Clam; <M data of sale; (e: maturity, (J) amount sold; 
(r) amoant realised: (/) premium or discount per annom. 

Tbot prop o rtion of the premium of discount applicable to the return period must I— repirted cither ax Item 
lb or IS, whsdnl* A, page 1. uniemTlOr sraotmt ol promtums or discount has born reported a* I'H-ome or alloard 
Modiaduction in prior yours. (8** \ rtl 1 "!* Ml, Ilcrulatlonx fj.) 




We. the aadendxned, pewadent sod tmoaurat ol the corporation (or which thi« return is made, betas awvwndly dulv sworn, each (or himnelf il<‘p.wft and says that this return, 
including the accompanying schedules and statemeMa, has been examined by him and is, to the best o( hix koowiedg* and belio(, a true and complete return made in laith, (or the 
taxable period as stated, pursuant to the Revenue Act oT^l^ and the Rcgumticyie issued under authority thereof. 

Sworn to and. subscribed before me this ____ 1921. 


Seal sf oAcor 
making affidavit. 


i issued under authority thmsaf. 
__ 1921. 







IaI 


I'resirl'nt. 


(Official cupwdty.) 



MY COMMISSION EXPIBCS 
PERY. 20vw. 1926. 
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I 

j 

tion, the agreement should be executed with respect to the 
items agreed to. 

Respectfully, j 

D. H. BLAIR, i 

Commissioner. 

By (Signed) C. R. NASH 
Assistant to the Commissioner. 

Inclosures: 

Statements 
Agreement—Form A 

99 IT :CR :G-2 ! 

HD 

Statement of Returns Examined 
and Resulting Tax Liability 

Returns Examined 


Co mpany 

Louis Werner Saw Mill 

Year 

Form 

Date 

Filed 

Company, 

St. Louis, Missouri. 

1919 

1120 

March 

31, 1920 


Tax Liabilitv 

Company Year Additional Tax 

Louis "Werner Saw Mill Company 1919 $10,399.71 

Details of the adjustments resulting in the above! tax are 
shown in Department letter dated September 29, 1925. 

Waiver which will expire December 31, 1925 except as 
extended by the provisions of Section 277 (b) of the Rev¬ 
enue Act of 1924 is on file for the vear 1919. 


(Here follows photostats marked pages 100 to 104.) 


105 Office of the Collector 

Internal Revenue Service 
St. Louis, Mo. 

Louis Werner Saw Mill Co., 

508 Fullerton Bldg., 

St. Louis, Mo. 


March 12, 1921. 

i 


Gentlemen: 

In response to your request of March 10, 1921, there is 
hereby granted an extension of thirty days from March 15, 

i 
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1921, in which to file your return of annual net income for 
the year ended December 31, 1920, provided interest is 
paid on the first quarterly installment at the rate of one- 
half of one per cent per month from March 15th to date of 
filing return. 

The interest due at the above rate should be separately 
shown and added to the tax due as called for bv line 15 of 
the return. 

IN ORDER THAT YOU MAY RECEIVE THE BENE¬ 
FIT OF THIS EXTENSION IT IS ESSENTIAL THAT 
THIS LETTER BE ATTACHED TO YOUR RFTURX 
WHEN FILED IN THIS OFFICE. 

Respectfully, 

GEO H MOORE 
Collector . 

106 Office of the Collector 

Internal Revenue Service 
St. Louis, Mo. 

March 12, 1921. 

Monroe & Texas Railroad Co., 

508 Fullerton Bldg., 

St. Louis, Mo. 

Gentlemen: 

In response to your request of March 10, 1921, there is 
herebv granted an extension of thirtv davs from March 15, 
1921, in which to file your return of annual net income for 
the year ended December 31,1920, provided interest is paid 
on the first quarterly installment at the rate of one-half of 
one per cent per month from March 15th to date of filing 
return. 

The interest due at the above rate should be separately 
shown and added to the tax due as called for by line 15 of 
the return. 

IN ORDER THAT YOU MAY RECEIVE THE BEN¬ 
EFIT OF THIS EXTENSION IT IS ESSENTIAL 
THAT THIS LETTER BE ATTACHED TO YOUR RE¬ 
TURN WHEN FILED IN THIS OFFICE. 

Respectfully, 

GEO H MOORE 
Collector. 





A 3SET3 Werner 


IKY 1. 1920 


n. r.• 


Total 


Werner 


DECEMBER 31. 1920 


Total 


Cash 

Aooounte Receivable 
Votes Receivable 
‘Investment Timber Lands 
Inventory 

Road & Rolling Stook 
Liberty Bonds 
Supplies 


I 58,155.09 
60,794.65 
296,873.16 
1,017,609.86 
3,300.00 


. . 72Q.< 


39.64 


86,930.62 


I 58,155.69 
60,-834,29 
296,873.16 
1,017,609.86 
3,300.00 
, 66,930.62 


U 




t 37,748.77 
55*071.26 
270,464.29 
1,046,863.15 


15,024.20 


T,~*l0, l4474T“S7 !§i 


I 37,745.77 
55,071.26 
270,464.29 
1,046,668.15 

65,024.20 

2.007.71 


UMILIII M k CAPITA L 


Aooosmts Payable 
“ fiSw 


Fr e lgnt Ao count 

Reserve tqx Depredation Road«ey 

Rill Property Reserve 

Insuranoe Reserve 

Surplus 

Capital Stook 

Tax Reserve 


t 12,843.42 
9,700.00 


18,107.28 

12,000.00 

784,803.15 

600.000.00 


1,437, 


$ 85,82*T77 f 98,666.19 

0,700.00 


>00 i 


.19,000.00 

57,852.51 

40,000.00 


19,000.00 

18,107.28 

12 , 000.00 

726,950.64 


8679W.5rhV5'2V,V2*47 

- ■ ■ - —-- ^ -- , | 


% 37,054.87187,321,88 
11,750.00 

26,000.00 

18,025.92 

12,000.00 

720,610.75 66,289.97 
600,000.00 40,000.00 
10,702.93y 


$ 124,376.75 

11,750.00 









108 


9nibi #tatn 





of America 


TREASURY DEPARTMENT 

WASHINGTON 


OoNNr SX 


PURSUANT to tbo provisions of Ssotion 661, Cbsptor 17, Titls 28 of tbs 
ted States Cods (Section 882 of the Revised Statutes of the United States>. 

i reby certify that the annexed Is a true oopy of copy of letter dated 
h 9. 1926 (with statement and sohedales attached, Maas waiver (Tom A) 
ioned therein), to Louie Werner Savalll Coapaay, St. Louis, Missouri, 

O. H, Blair, Coi—lesloner._ 


in this Depaftaent. 


IN WITNESS WHEREOF, I here hereunto set my haad, 
end caused the eeal of the Treasury Department to W 
affixed, on the d^ end year fiat above vritma.* 

By direc t jp a^ jhr ffiCiB lagel the Tr easur y: 






UfT DKPASTMBKT 



V'' 


109 
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j 

Louis Werner Saw Mill Company 
Tax Return 
December 31,1920 

i 

A-12 


Ordinary & Necessary Expenses 


Commissions 

$ 2,115.18 | 


General Expense 

8,254.47 i 


Rent 

2,200.00 i 


Wages 

23,307.87 | 


Freight 

14,730.40 


Coal Expense 

7,034.83 


Wood Fuel 

881.90 


Insurance 

169.26 


Damages 

130.00 


Train Expense 

390.43 

j 


59,214.34 

1 

! 

| 


Salaries of Officers 

T. R. Pierce 

$19,600,100 

L. Brodt 

12,460.00 

C. S. Chishro 

14,000.00 

A. B. Pierce 

5,ooo.bo 

7 1 

1 


51,060.p0 


(Here follows photostats marked pages 108 and 109.) 

110 Forrri NP-2 

Mailed 
Mar-9 1926 

IT-CR:G-7 

PJM-60D 

Louis Werner Sawmill Company, 

506 Fullerton Building, 

St. Louis Missouri. 

Sirs: ! 

An examination of your income and profits tax returns 
and of your books of account and records discloses anjaddi- 
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tional tax liability aggregating $11,102.05, for the years 
1920 and 1921, as set forth in the attached statement and ac¬ 
companying schedules. 

In accordance with the provisions of Section 274 of the 
Revenue Act of 1926, you are allowed 60 days from the date 
of mailing of this letter within which to file a petition for 
the redetermination of this deficiency. Any such petition 
must be addressed to the United States Board of Tax Ap¬ 
peals, Earle Building, Washington, D. C., and must be 
mailed in time to reach the Board within the 60-dav period, 
not counting Sundav as the sixtieth dav 

Where a taxpayer has been given an opportunity to file a 
petition with the United States Board of Tax Appeals and 
has not dong so within the 6<) days prescribed and an as¬ 
sessment has been made, or where a taxpayer has filed a pe¬ 
tition and an assessment in accordance with the final deci¬ 
sion on such petition has been made, the unpaid amount of 
the assessment must be paid upon notice and demand from 
the Collector of Internal Revenue. Xo claim for abatement 
can be entertained. 

If you acquiesce in this determination and do not desire 
to file a petition with the United States Board of Tax Ap¬ 
peals, you are requested to execute a waiver of your right 
to file a petition with the United States Board of Tax Ap¬ 
peals on the enclosed Form A, and forward it to the Com¬ 
missioner of Internal Revenue, Washington, 1). C., for the 

attention of IT :CR :G-7-PJM-60D. In the event that vou 

%> 

acquiesce in a part of the determination, the waiver should 
be executed with respect to the items to which you agree. 

Respectfully, 

D. H. BLAIR, 

Commissioner. 


By (Signed) C. R. NASH 
Assistant to the Commissioner 

Enclosures: 

Statement 
Waiver—Form A. 

Schedules 1 to 4, incl. 
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111 IT :CR:G-7 I 

PJM 

Statement of Returns Examined | 

and 

Resulting Tax Liability 
Returns Examined 

Company Year Form Date Fjled 

Louis Werner Sawmill Com- 1920 1120 April 14> 1921 
pany 1921 1120 March 15* 1922 

Tax Liability \ 

\ 

Company Year Additional Tax 

I 

Louis Werner Sawmill Company 1920 $3,804*10 

1921 7,297j95 

$11,102.05 

A carbon copy of this letter has been mailed to Mr. 'JY. E. 
Paul in accordance with the authorization contained in your 
power of attorney running to him, which is on file ilk this 
office. | 

This letter supersedes Bureau letter dated February 24, 
1926, addressed to the Monroe and Texas Railroad Com¬ 
pany. 

112 Louis Werner Sawmill Company 

Year ended December 31, 1920. 

Schedule 1 

I 

Net Income 


Net income as disclosed by Consolidated Revenue 
Agent’s report dated June 5, 1925 $117,644.44 

As corrected 118,993.88 

Addition $l,3b.44 

Addition: j 

(a) Depletion disallowed $1,349.44 j 

i 

Explanation of Items Changed ! 

(a) Your net income has been adjusted for depletion as 
follows: 
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Depletion allowed by Revenue Agent $46,807.84 

Depletion properly allowable 45,458.40 


$1,349.44 

The depletion allowed as a deduction is based upon a 
Unit value as at March 1, 1923, of $4.65, as set forth in 
prior communications from this office in connection with 
other vears. 

Schedule 2 
Invested Capital 

Invested capital disclosed by Revenue 
Agent’s report dated June 5, 1925 $1,450,875.20 

As corrected 1,444,662.87 

Reduction as explained below 6,212.33 

Reduction: 

(a) Income tax for 1919 $6,212.33 

i Explanation of Items Changed 

(a) Your invested capital has been adjusted as follows: 
Correct tax liability for 1919, 

$29,882.32 prorated $12,594.60 

MS-5 

113 Louis Werner Sawmill Company. 

i Year ended December 31, 1920. 


Schedule 2 (continued) 

Brought forward 

Adjustment made by Revenue Agent 

Reduction of invested capital 

Schedule 3 


$12,594.60 

6,382.27 


$6,212.33 


Computation of Tax, 1920 Rates. 
Excess Profits Tax 


Net income Schedule 1 
Invested capital, Schedule 2 
8% of invested capital 
Plus exemption $3,000 


$118,993.88 

1,444,662.S7 

115,573.03 

3,000.00 


Total credit 


$118,573.03 


113 


l' 


of America 


19 — 21 *. 



V 


IN WITNESS WHEREOF, I have hereunto eetsq 

and caused the seal of the Treasury DepartmscaXo'be 
affixed, oa the day and year first Above written. 


of the T r ea su ry: 
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. I 

I 

Not over Income Credit Taxable Ratp Tax 

20% $118,993.68 $118,573.03 $420.85 20 $84.17 

i 


Income Tax 


Net income taxable vear 

Less: Interest U. S. obligations not 

exempt 

Excess Profits Tax 
Exemption 


$118,993.88 

570.58 

84.17 

2,000.00 


Balance at 10%—taxable $116,339.13 

Income Tax 

Total income and excess profits tax 

Previouslv assessed 
•* 

Additional to be assessed 


$11,633.91 

i _ 

$11,718.08 
t,913.98 
^,804.10 

I ' 


114 Louis Werner Sawmill Company. i 

Year ended December 31, 1921. 

i 

Schedule 4 | 

j 

Tax Liability 
•/ 

Tax liability shown in Revenue Agent’s report $9,270.76 
Tax previously assessed 1,972.81 

Additional tax due $7^297.95 

(Here follows photostats marked pages 115 to 118.) 

119 That its income and excess profit taxes for the cal¬ 
endar year 1920 have been over paid by an amount 

greater than $1,616.56 which is refundable under Sec. 284 
(a) of the Revenue Act of 1926. Said overpayment is due 
to the fact that the amount of its net taxable income for 
that year as set forth by the Commissioner in his deficiency 
letter of March 9, 1926 (IT: CR: G-7 PJM-60 D) has been 
overstated by an amount greater than $15,408.05 and that 
its income and excess profit taxes should be computed on 
net taxable income amounting to less than $103,0,15.25, 
that such taxes should be less than the amount of $10,101.53. 
That its income and excess profit taxes for the cal- 

120 endar year 1920 have been over paid by an amount 
greater than $1,616.56 due to the amount of itjs net 

taxable income for that year as set forth by the Commis¬ 
sioner in his deficiency letter of March 9, 1926 (IT:j CR: 
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G-7 PJM-GO D) having been overstated by an amount 
greater than $15,408.05 and that its income and excess 
profit taxes should be computed on net taxable income 
amounting to less than $103,015.25, that such taxes should 
be less than the amount of $10,101.53. 

The tax payer basis its claim for refund upon errors in 

the Commissioner’s determination of net taxable income 

for the calendar vear 1920 as follows: 

% 

1. The failure of the Commissioner to determine, and 
allow as a deduction from net taxable income as provided 
by Sec. 214 (a) (8) of the Revenue Act of 1918, the full 
amount of depreciation actually sustained by the tax payer 
during the calendar year 1920 upon its Lenwil Saw Mill. 

2. The failure of the Commissioner to properly and ac¬ 
curately determine the amount of gain or loss arising from 
the sale of certain standing timber owned by the tax payer 
and designated as the Panola Block. 

The contentions advanced by this tax payer in support of 
its claim for refund are as follows: 

1. The Commissioner determined the amount 
of depreciation sustained by, and allowable to, 
the tax payer as a deduction from its net tax¬ 
able income under Sec. 214 (a) (8) of the Rev¬ 
enue Act of 1918 to be the sum of. $2,468.54, 

whereas the depreciation actually sustained, and 
allowable, in respect of that property was the 
sum of . 16,763.22, 

which resulted in an over statement of net tax¬ 
able income amounting to.$14,294.68. 

In computing the depreciation actually sus¬ 
tained in the amount of $16,763.22 the tax payer 
has followed the recommendation of the Valua¬ 
tion Engineers of the Timber Section, set forth 
in Valuation Report dated December 17, 1926 
(IT: EX: T-(KS) DWM). In that report, on 
page 6, it is; recommended that depreciation on 
this Saw Mill property in the amount of $16,- 
763.22 be allowed for the year 1920, ‘‘based on a 
10 year life, \0% salvage on cost and additions, 

1/3 salvage on steel rail $13,303.57) and 20% on 
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Ootobar n , 19_. 31. 
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IN WITNESS WHEREOF, I hare hereunto aet my hand, 
and earned the teal of the Treasury Department to be 
affixed* on the day and year fiat abore written. 

j 

of the Treasury: 




' J' 


.^mS&teS!&££.I 1 , 


CUrk, Treasury Department. 

Vf 
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CONSOLIDATED RETURN ? ...-R3_ 


| CROSS INCOMQ 4 1 
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cost of a^a^pjd.rfi^'wfv* of items called for aeparat^y Iwlow (from Scjtffte A2)... .l—?iS6 . : ..Q£ .*?__2.4..' ?.?.?. I f?5. 
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. Taxable inMfatft Liberty Bood*. etc. (from Schedule A4)i?. 

5. Taxable intcix2^ti4ja aQ other aourre*... ^_ .- ^ 

6. lieota....y_— . Ljk. 1^” -.4.—.... 

• U**^Rha_- ' y i. -. ••%¥•• . --—.... . f>/. 

^ u5 S- Share of net income earned by prmjR^V^'* roI T3M^ B ' whctil#r rcofl 7°‘* ,or Dot ^..^ .. .. 

•s'** 9. Dividend* on atock of forairn and dtoeetie CtM^cna . JJ. .. ... -•*..*,.ilfc_ ___jJ&O.P PQ 

h> lt<g> 23i Schedu&Al^..7. ... J„ . _. ... 

II. Total o» Irma 1 to 10^ _A. -. r .^» 1-- ...-.. .... . -ly . ...J$ . 

»_•....a.'iJ.O.C iPJ.3.2. j 


(.from Schedule A12)_ 


1.03,l93.Q. 66 



12. Exreuaae (axcepCamooate 

13. CompooaaUon of u&cer* (in whatev 

14. Repair* (including labor. auppli«, 

13. Interest (aeo page 2 of Infraction*. 

15. Tax** (fro® Schedule A16)- 

17. Bad debt* (from Schedule A17)— 

18. Exhalation, wear and tear (including 

19. Depletion (from Schedule A19)__ 

20. Amortization of war facilities (from Schedule A20) 

21. Total or Imu 12 to 20___ 

.22. Item 11 mwirn Itxk 21 __ ...... 

r - --- I— —• i 

24. Losace by fire, ntorm, etc. (From Schedule A24.) (Extend difference between or sum of Itema 23 and 24) 

25. Net income exclusive of deductions for dividend* (Item 22 minus 24, extended)... 

28. Divided'!* deductible under Section 234(a) 6 of the Revenue Act <4 1921, (from Schedule A28) „ 

27. _ Net Iwmt (Item 25 min<n Item 28) (If retu r n ia fora period l esr than twelve months, aee page 1 of Infraction*. p a:agraph 10). 


SCHEDULE B-INVESTED CAPITAL. 


1. Capital, rorplua. and undivided profit* at l *y inning of taxa b le period (from Schedule E, Item 11)_CQN&QUOATjSci.; 

2. Flue adjustment* by way of additions from Schedule F, Item 4)........ADDITlO.i 

3. Total.. . .........——.....—---— —-— ■ —txT’.v.v.t: 

4. Laaa adjuatmenta by way of deduction* (from Schedule G, Item 7)__....—.-°*N 41 TT 

5. 
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IRKS. .DlXJWIO.iL J a 

S.f’SZK.XBKT > i 
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TOTAL MffAAL. 

• minus changt* in invested capital during taxable period (net Increase or Decreaae from SchWSS fif.CElf?.'. 

7. Total (on Rxmaindxx; ..—-—....-JH.ltuuw- 

8. L«iw deduction on account of iuadmsariblo ansota (from Schedule J)- 

9. I nverted capital for taxablejwniod - - _ -- - | | 

BASIS. 7* 

SCHEDULE C-EXCESS PROFITS fM&lT-CR PUlsi 
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1. Eight per cent of invented capital for taxable period (Item 9 of Schedule R)... 

2. Exemption ($3,000) (except for a foreign corporation or a corporation satisfying tho conditions provided its9UtkiA2Q0i| 

3. Excess Profit* Credit (Item 1 plus Item 2)-—........—gAItSKT 

-TMTORTCr 


C AL COMPANY 

-ar~ _ l — - ■ » '» «— • 

LL 020UPf 


SCHEDULE D—COMPUTATION ‘ 


DATS- 


x NnrlaeosK 
(Itxh *7. 8CUXDULS A). 


I X. Xxrxs* l 
( (tram », 1 


1. Net income, not in excev of 30'S of invested capital. _ 

2. Balance of net income.......—-- 

3. Total* computed under Section 301(a) ..4...——- 


1 

$_ 

....J 2 Lj.J 22 £i_G. 7 . : $,. 

1 • 

,LQSj^£j. 56.4 

v 

-J .1 .?- 

. 1 .i. A 


to Si^- x9^C 


..{1P.5J092I66. 
j. 3.i‘aCG.5b- 

5S .ow-i-ee 


A Aaorat or Tax. 


s.l-jRea 

i i ■ i l l 


40% 


6. Net income (Item 27, Schedule A) — 


4. Excmw Profit* Tax. if computed under Section* 302, 303, XM 'e) or 337 of the Rev enu e Act of 1921 (ace page 2of Instruction*, paragraph I <<.. .b.1.—1-— . 
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C. tr«: Tnahla InUnat «d oblucatuaj of 

I'niMd S(a«ai (ttna <6ch«duA A). —ft— 

7 Evcvw rn*U to (Itwa S or 4 » Uch»T»r 
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eoatnew «« m ii UQJXQ (IWa 1A kern I 
11306)-j.—;- 

9. r•■rmNionXMOP. fcjrrLrre^lecorfOfaUofi ^ L- 0 j 

!.»' ice ■ n»t uwonwnvt eacveOicc B.(. 3 W-;.a..Wm ULI...;.-__ 


|—11. Income tax (10% of Item 10)- It- 

ii 12. If net income doe* not exceed $25,200, enter amount I 
|i in exceaa of $25.000--- !t. — 


r 




Iw-clrn rcoatrlM or pqaaha at Um . 

, L'nit«l BUM. (Attack Kono Ilia)-!$.__■ —...' I 
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QUU..\Ai- : ; o( the Kcvtaua Act of M31)—- 1 . .. ... ...... J 
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[• 13. Total tax (Item 3 or 4 the leaaer, or 8. pluslteu^llaudl2). 
[[ 14. Iaw : loooma and profit* tana paid to , | 


10. Iuianv>-fltem5.1e**ltema8,7,and9 orI:eir.*6.R.*nd9)..!t_. -^1^.728. 07 1C. Balance of tax (Item 13 minua Tu-ma 14 and 13).. 
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Check* and draft* will be accepted only if payable art 
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Pas* £ of Return. 


SCHEDULE L-tAnTAL. SURPLUS, AMO UNDIVIDED PROFITS AS SHOWN »Y BOOKS 
BEFORE AMT ADJUSTMENTS ARE MADE THEREIN. 


Eft- Stockact- ally outstanding 
totb**xt«ntthalltlspaldim. I 
should redact tb* amounts 4^-.' 

Ki. TMi turn should loci 
If any amount it uodei. 


l the of tb* preceding taxable period should he wtittJ la this schedule 

re* w«re issued at aaomttol value or without par value the *atrts* 
a nnl thereof ot lb* clot* of th* preceding texabte period. 
r o rnrpius as (bows by books ot th* *nd of fho preceding taiable ferlod. 
J3tta) 3 of th* R*v«no* Art of 1371, tho amount claimed should ho 
entered under I’srA), V-lAlyl* F. tnd not la this schedule 

E7. r.tjerXt Aich (freest oHoco^oao of ourplui nod wteo not accumulated through deductions mod* 
incomputing d^Mma* a#returned In previous vsers may. IfTroprrty explained. b*eotw*d as Item 7. Fueh 
eotrtershesd^belMitlfted one if tweruary reconciled srlth balanc*-*b«*t reeers**. 

ElO^Fth* c or |% r o tloo hod on bond ot any tlm* during t tvo taxable period one trs**iry «tock. copies of tho 
>oi:t^0»t'ieaeorsrtiicth* original Issuance. rififrtKmood ory subsequent adjustments should t* furnished. 
Treojurr dock Includes all stock reacquired hy th* corporation tod no* canceled, re.-scdlrss of tho reooon tor th* 
rracq mutton. 


ttem. 

Amount. 

Cap! ti*l stock pat! np and act tiaTj^itfUndtoc thaclov tftKe prarvdinr ! 

, 

[* ... 4 .. 


1 


640,000-00 .. 


• 640,000.00- 

• 

° trplus and undivided profits- 

*. Tartwd s-irph;« end undivided profits. ..... .. 

654,320.7S 


I317 r 023*.2i- 


(to be reconciled with JoUrce-theet Itetnsl.. 

S. tnhet items 'to detailed'........ . ... 

0. Terse nr Itxm• 4, \ f, ?. *xt> *. 

10. Deduction on *rfs»int of :»e*r:ry stock!_ — . -- - . . . 

It. r splN) n-vt en-pbix «t Se-lnmrirof laxsMefw'Ind »• shown hr looks •1317.023* 2X -. 

SCHEDULE F.—ADJUSTMENTS BY WAY OF ADDITIONS. 

PI. Tf on oldiUoo to invested capital It cU'med In Item 1. Schedule F. ruhtrlt o itotetaent showing 
(•> the kind of property, fk' th* year In which it trot paid In, I') from whom acquired, explaining hurviatwr ■ 
•hip to the corporation, (i) tUeortualcorh value of such property ot the dote when poldln, (e) tb* par value of 
stock or shares Issued therefor and th* amount e! which rich property w»* entered In tb* occoortl, if. the "axis 
trpou which the ortcol -ash vrihi* of the proprrtv tro» determined and the dote when tnrh determination troi 
mo 1». ond (f) the amosmt of depredot Ion sustained on rich property from the dote of acquMtlso to t he hednclrg 
of tb* tote* lo period. 

PL If on addition to Inretted capital li claimed In Item I. Schedule F. submit a •tetrmeot showing 
(*' the kin 1 of property, fk' th* year in whteh it wo* enquired. (c)lt* oo*t, «) the amount of depredation sus¬ 
tained on such property from the dsi* of acquisition lo t:.e 'wgiruung of the taxable period. State also whether 
•cti item vHirfct to lw restored eras actual!” used or usable at tb* IwcLcnlnr of th* taeahl* period. Wero the*# 

expenditure*, x’en mode, xr-ttten off in lien of depredation? ...-...... If * 0 ,explain what adjustment* 

h.avw I-en mad* So provide for depreclatlor. in view of the prepared reetoration to wrpfcts. Additions In this 
ISem are cum ihiite to the begir.rlrg of th* taxable period. Tor all addition hereundee provision out he 
mode lor depreciation to tho hr cirri nr of the taxi! 1* period. 

PS. If ar.y addition to Inverted cxpital 1» claimed In lt*m ,x. Schedule T, ;tat* specifically th# amount ef 
depreciation xrrilten of? each year in tee hoots of th# company and the amount oi jewed op a deduction In coco- 
putlccne! Income. Addition* to thl* item memmulativa to th* beginning elth* taxaMnpariid. 


' •! 

tmrunt. 1 

1. -Vernal -os. rvVs**. *»n*r v !cprcprrt;. !. x.J. and ^7sf*i,iu>li> inerce^ o( 
par value of stock issued t herwtor or of th* cash or other consideration pal-'. 

. 1 


therefor • «** Section SSii (», I of the keveaue Act of 1921;. 


3. Additions to surplus .'we Section .’») 2 of the Act).. 

V Depreciation or -leple’ton chirred in tho accounts ot the coei»e*llon 1 :t 
dim!kneed by the deportment aj » dolortion cnincometa* return*.. . 


4. 


• -r ror.K 


SCHEDULE C.-ADJUSTMENTS BY WAY OF DEDUCTIONS. 

(31. I* any potent, copyright, lecret procera. oe formula, rood will, trade-mark, trod* brand, francblae. cr, 

other similar IntondH* prrperry, paid in for itnct, rimed at an oaaet hy the eoepnroiion?_E-Q... .. If 

not entered ipecihcolly as juch. I* t!i# Intonrlble value mer^xl under any other tit!# or titles on th# hao'.s or 

balance sheet# submitted with this raturn? JT.___Is It entered on th* book* at a talus In excess of it* 

ortu»! cash value when paid in?. I a excess of the par value of the stock lx*u«d iNceftT:-———! 

I- the arCTeeate of such Mart* acquired pnor to March 3. IVtr. enteied on the book* at a value la excess of 2i per 

cent of th* par value of tb* stock outstsndinc on Much 3.1917?.. Is th* arcrecau- of such assets 

entered on th* hooks et a value In excess of 2i per cent of t he per value of the stack outstanding at the beclnzuns 
of tho taxable period? ................ 

If the ansxrcr to eny or th# foregoing qurstiecs Is "ye*." ntbrnit a 'tatement xhowirr separately * tth respect 
to such assets acquired (l' before March 3,1917, and (7> on or after that date, (a) date of acquisitions (.’death 
value at that date, with a eompleCo exploration of th* heals upon which such cash value wns determined: ] 
(c) par xrahie of the stork Issued therrfbr: (d) par value cf total stock outstanding March 3. 1917: (f) par sab.* 
of total stock outstanding at the befjrnlng of the taxable period. (/) the value at which such assets are entered 
on th* hooks of the corporalk*. 

If all the intacnhle* were acquired belora March 3. 1917, the amount by which (f) exceeds r», l<), 73 per 
cent of (4), or 73 per cent of (s). whichever is lowest, mast he entered as Item 1, Schedule G, for the taxable period. 

If tbointanglbk* w**w acquired on or oiler kfarcb 1,1917. th* amount by which the entry In (/> relating to 
such intangibles exrsnds (l>) rr It) rvlattrg thereto, or IS per cent of <e\whichever Is loxrcrt must lielnctided 
lo Item 1, fh-hedtil* r,. (or the taxable period J*~>.i 4rt, That If Intangibles were acquired before March 3.1917, 
and also on or after (hat data, deduction shall ha made so that the amount Included In invested capital for th* 
aggrecaic of i ntangthtas shall net exceed » per cent of tb* par vain* of the total stock outstanding at the hecjming 
of tb* taxable period. 

Nor*.—If the stork of th* corporal loo was lamed at a nominal value or without par value, lor th* purpose 
of th* computation under Item 1, the par vahi* shall k* deemed to I* tho fair market valu* as ofth* date or dates 
Missus. The aggregate value so dMertnined of stock outstanding oo March 3.1917, or at th* beginning of th* 
-taxable period. shall be th* basis lor the compote tied. 

1 a* an Meet by tb* corporation? ...^..9.... 


GJ. Is My tangible property, paid la lor tioak. 

IT so. 1* It entered on the h e »ke at a value h» we eg Ns 
excess of the par value of the stack paid therslor? .. 


eweb value when referred? . 


...... la 


It tb* answer to either of the last tw* qomtkma Is ‘‘yea, "submit a ifs’smsrit showing (s) kind of property, 
lb) when acquired, ft) per value of the stock paM thsrekr, fd> actual cash Taioe of the property when paid la, 
(ef the basis an which t?iet value xsae determined. (0 valae at xrhftch the property Is entered on th# corporation's 
books, and (/) amount by which such vajaeexees fl s thaallowable value oader Section 3N(a) I of the Revenue 
Act of 1971 Fjrter this ameon* as ttaen I, Schedule G, lor the taxable period. 

GX Wes the Ni d n eeerxftaccr p oraeed. reotganleed. orco xw qUdale d or wee lUownsexM pc banged or xrm there 
a change in ownership of property after Merrh 3.19T7?-E.9..... Ueo. anewer the tallowing qnestions: 

(a) Wd an tntenrtef 10 pm cent or msiw In thebentneaer In the property which changed oxmtrshlp remain 

In th* control of tho mass persons, corporations, eeeorlstiao*. or partnerships, or of any of thorn?_ 

(tyNfee* any of tbo tsoMs entered en tho books ofth* corporation maktag tbix return st a higher vataothan 
on tb* hookaaflts predecewnr?_ 

(r) If such prwrioa* owner was not a corporation, attach a statement showing (1) the coet of acqulsltirm to 
tb* previous owner of any asset a* tnmdenad or racsiwod, (7) expoodltorr* snboequrct to that dM* tar betterment 
or dovaiopmrat not deducted esaxpras* or othenrle* since March 1. IU3, by «>ch prevtca* eww, (I) the allow* 
anew for dcpmciatimi, deplete, cr Impainnrnt stsca the date of acquisition by soch prevtoos owner. 

(d) If all,or mbtUaUaSy all. e( tho property was acquired from a empermttoo during the taxablo perkyf. 
at tach hweto balaoaa sheets of mch fredecessor corporation* as at tb* beginning of t ho taxable period and as at Ok* 
date immediately prior to the txanoier of the psxjperty to th* corporation making th* rsCm, aad abo a balance 
ehetfMotatement ef th* aofpogatko nuking this rrtura showtng th* rakas at xrhloh aneh property received 
--*-- loathe books. 


For the purpme ef determining inverted capita! each amet so transferred shall he a2oxred a vain* « not 
greater than weald hevw been allowed to tb* previous owner. If a corporation; oe, (b) If not a corporation, at 
it* la aat* previous owner, with proper edlurtmects for lo w e i and Improvemcrtt. 


C4. Is any prepmty (mrtnfMm phyxmal pro, .ty. eacurttie*. aad tntangrtda praporty) paid Ibr xrftk cash 
or with other txnctbla property cnicrod on th* books of th* corporation st a va'ut In exevas oftha ament of cash 

paid ihece^r or tba actual rash valoa of th# tanglh.* property paid (hcrvfer?_JiO.— If so, submit a 

statement sfcowlrg ret kind of p ro p e rty , (6 < amount of cash paid thervlor. (c) actual caxh vshisaf other tangible 
property paid there'or. If) how that value wax determined, (e) value at which th* pr o pert y tsantxrvd oi tb# 
books of the corporation, and (/) excem of (r) over (») or ;r). This excess must be entered *e 1te*f 4,’fictedi lie G, 
for the taxable ponod. 

G3, IS*4 adequate ptwrhaon been mad* In th* accounts ot th* corporation for (a) losses of every 

bind? . .Jl.HS -, (A) deprcdstlon?___ (r; o>o>scvr.(V?_...__ (<*) depletior of 

mineral deposits, Ura’w supplic*. ami thellke?__..... 

I? adeqnata chv-e has not Iweu male for deprvciaiion. deple’ioo. obsoioscancA and other losses, and t!ie 
valae of the property has not been maintained by replacements that have teen charged to expense, p-qwe 
additional charges tliorefor must be computed for all years In xi hich they » sre not made on tbo books, and tho 
total amount of such charges must be mtervd as Item S. Sehcdulo G. 

<ML DU thecorpontioa ever receive a stock dividend on stxk owned in anoc!,ce cory> jrauon? 

If tbo answer Is '•>#*." »ta(o In detail for each stock dividend received, fo) date rscoleeu, ft) from whom 
f*c*fved, (o number of shares rsoelved, (d) par value of shorn r#e.’!vx>d. /) v-xlu# at xrt.tch enu-ml on px 
books of account, (/} whether or not surphu xrms Increased by this vslue. If snswer to if) U “vet," enter the 
amount by which surplus xras Increased at It -at «, SohadcisG. If answerl*‘‘no." xtsto the nccount In 
which it was lorlnded. (g) date of sals of any uf th* sham of stock *sce.ved a> a stock dlviden-i, (A) number 
or sham sold. fO amount rsmivod th#r*'or. 

Now.-If answers loth*foregoingqnestkxuIndicate that stork dlridends receive! ul any time havebsen 
treated os an Increase of sarplus. and such tocceaso is federtrl in ’ho roraptUatloo of Invested Capital Its 
returns for my or all of the taxable pedals 1917,1919.1919, and 1971. amende 1 returns should be died for • ich 
taxable period oe periods In which this error occurred. 


Item. 


AnyemL 


!• Vataetior of patents, cxipxncht", secret prnre*se«. or formulw. rool will, i 
trade-miuks. trad# hranalt.frarchlsee, or other Intaorthlc property _ X.. 

7. Valuation of tancIMe property p*!d In tor sbick.... . 

’. Valuation o' axwit* acquired In renrfaniratlon*..... ....... 

4. Appreciation..... ...... .. ... 

3 IVpreciotion, depirf ion. and other kxnrv..._....__..I .. 

f.. Stock dividend on s»ock held In another corporation..... j . 


Torsi T>t!*c. vtox.... .!«.non* 


SCHEDULE H.-CHANCES IN INVESTED CAPITAL DURING TAXABLE PERIOD. 

1 . Ousncvs in Invaatw! capital during th* taxatda period ordloanly acw in on« or tnor* of th* fellewiar. 
ways: 

.Vddiuons ■ 

'•>) By side of capital stork fur caxh or by th* iseu* at capital stock lor tancibl* or ot!i*t asr.-t*. 

(») fly pevroent of assessments by pfockholdtrt or h* creation of paid-in surplus by contrih-ition of 
stockholders. 

Deduction-— 

sk) By liqulaUtlon of part of tho capital icy retirement of stock or by purchase oi treasury stock not 
out of current eamlngs. 

(if) By payment of cash -llxldeods out of earnings of prior y**s. 

(r) By payment of Fadoralincome and profits taxes lor pervious years. 

Th* change* with respect to taxes will occur la naarly every case. Should no changes be noted, tbs rex-m 
for th* omission should b* stated. 

3. Th* following Instructions should b* followsd In making tb* abov* adjustments: each Item should b* 
dsn coated as an addition or deduction, deduct ion being designated by red Ink: 

(«) If stork Is Issued for cash, th* actual cash received (but not th* amount of discount) should h* entered 
In this schedule. A nets (other then cash) paid is for stock mxnt b* valued la actordanc* with S*rtiai :0»(*) I 
•f th* Itevewo* Art of tSBI. 

ft) If capital stock of tb* corporation Is reacquifwd bet not paid for out of currwit proms, the oost of soch 
stork should ho deducted from Invested capital. 

<c> Report dividends paid out of profits of prior years hut net dividends paid out of profit* of th* tsxabl* 
period. Any distribution mad* during th* first On days of th* taxable period shall be d swn s J to have been mad* 
from earrings cr profits accumulated during preceding taxable years; Nit any distribution mad* during th* 
remainder ofth* taxable period shall ho deemed to hate been mid* from tb* profits for that period to tl.e extent 
that such profits or* fuftcirnt. (Kr« Seethe »l( f) of tb* Revenue Act Of 19C1.) 

(f) Tb* amount of FeJeial It:come and profits taxes payat lo should b* prorated and deducted as of th* 
dates xi hen due tnd payable whether reserxrs have born set op on th* tucks or not. Tb* averse* adjusted 
deduction to bo anteted In column 7 equals total Income and profit* tax nmltlpiled by O.tTTd. 

3. Tb* data called for lo columns 1 to 3 should he given for til trsnsaoDoiu, except that cclumtu ? and l 
ar* applicable only to the Issue or rracquisltlon of th* oorporatten's stock. 

4. In column A enter tlie number of days remaining In th* taxable period (including tb* date ofchuigri. 

&. Tb* net changes not teported in Schedule L. If not lo aceardanc* srlth th* lnrrr***s or decreases rrC-rted 

In th* balanc* sheets, should b* fuL'y reconciled : herewith. 


SCHEDULE J.—INADMISSIBLE ASSETS. 

Ha* th* corporation any inadmissible assets ft. *.. stotks. hoods, and other obligations, except obUgatirms 
ofth* United States. lb*inoom* from which is not taxable)?. 

If so, attach hereto a statement showing lor the taxable period the farts called for in Items {•) to (/, of this 
schedule. 

If th* Ineom* from soch assets consists In part of gain or profit from th* sale or other disposition thereof, or 
If allorpartofthaintemat d*dv*dfromsuchass*Ubiln*t!^t Included In the net tonimebswauseorthrllmltalkm 
on tb* deducUon of i ntermt undar Section 734(a) 2 of tl»* JtnvaOu* Act of J 971. thou a corwponding part of 
th* capital invested in such assets Is degmed an admissible asset. In such rase vt f.irth In detail— 

(a) the various kinds of Income derived from such assets and Die computation of tie part of th* capital 

insisted therein which Is deemed an admissible aval. 

yoc tb* purpose of this schedule inadmissible amets shall tie valued at cost of acquisition, except that it 
th* c o rpor a tion is a diahr in securities and Inventories such securities In determining its net Income, such 
Inventory figure »h*ll consti tute tb* measure of value. Admissible assets shall b* valued as provided In Sections 
23 A and 331 oftha Bavrnoa Act of 1921. The average amount of assets ot each kind held during any year may 
oe&amfly h* determined by dividing by 2 Dio sum of the amount of such assets held at the beglnnir.r Of tb* tax- 
aM* period and th* amount bold at tb* end of th* taxable period. In such cas* the amount of admisxlbl* assets 
may p«(t h* dstennlnsd from (l) tb* balance sheet as at th* beginning of th* period edi**ui with rasper', loth* 
tuns la Scfcndnles V and O and (?) th* baUnr* sheet as at the end of the period corrwpon-llrgly adjusted. But 
If at My tlm* during th* tA-cahl* period a substantial charge has taken place in the amount of suer, assets, th* 
iverago ———* must fa* determined as provided in th* Regulation* issued under authority of th* Rrtrtu# 
Act of 1921. In *eh ess* show In detail— 

(b ) The computation of ewb amount; 

(r) Amount of inadmialhl* assets held at beginning of the taxa> 1c period; 

(i) jkmMOt oilnadmlaMhleaasrts bold at aid of taxable period; 

(r) Av*ragaaoountofinadmlmlbl*arettsh*lddariiigtaxableprr:od: 

IJ) Ameoct of admlasibte amets held at brgUinir.c of taxable period; 

(f) Amount of admlkrible assets held at th* end of taxable period: 

(») Average amocml of admlssfbl*asmfs held during tsxabl* period; 

(0 ha of (r) plus (»); 

(j) Pmreita** (c)l*#f (fl. 

Thl* percentage (J) should b* applied to tu* at Kiunl appsour.c on line 7, t-vurdcJe B, lr» order to obtalr the 
dedn-Urt- so aeeoant *flna4mlsstbl*assets, which should lw*r.tered on lln* s. Prbedul* B. t— 1047 .S 
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to 


QUESTIONS. 


KIND OF BUSINESS. 


or jnadiinery, without 
ujm. or kind of in *tr‘ 
kind and special pro^ 
pt water); rVtric ljrfflt 



1. By tnrtu of the key letters given below, identify the corporation'* main income 
producing activity with one of the general clam*, and follow this by a (pedal description 
o? the business sufficient to give the information called for nnder each general class 

A. —Apiculture and rooted induatrie*. inafoding fishing, logging, ice harvesting. etc., 
and also the leasing of inch property. Stat^the product or product*. ■_Mining and 

r vying, including gaa and oU wdj*. aifu|^1li« leaning of such property. State 
product or product* C.—Mant the product and also the material 

if not implied by the name of A^e pfoJhct. D«—Construction—excavation*, building*, 
bridge*, railroad*. ships. ^tc.jalsf equipping and installing same with *y*trm*, device., 

.’Hnapujacturo. State nature of *tructuro* built, material* 

mL—Transportation—rail. water, local, etc. State the 
insported. if any. E2.— Public utilities—gas (natural, coal, 
rer (hydro or steam generated); heating (steam or hot water); 
leloDhooe; watc^fork* or power. S3.— Storage—without trading or profit from sales— 
(elevators, warehouse*. stocky ard*, etc) State product stored. E4.—leasing transpor¬ 
tation or utilities. State kind of property. T. —Trading in good* bought and not pro¬ 
duced by the trading concern State manner of trade, whether wholesale, retail, or com¬ 
mission, and product handled. Sale* with storage with profit primarily from role*. C.— 
Service—domestic, including hotels, restaurant*, etc.; amusements; other professional, 
personal, or technical service. State the service. H.—Finance, including hanking, 
real estate, insurance. I.—oocerna not falling in above classes (a) because of combining 
several of them with no predominant business, or <&) for other reasons. 

2. Concerns whose bun ness involve* activity falling in two or more of the above 
general classes, where the *nw product is concerned, should report busnees as identified 
with but one of tho above general daaaea: for example, concerns in A or B which also 
transport and market their own product delusively or mainly, should still be identified 
with classes A or 11; concerns in C (manufacturing) which own or control their source of 
material supply in A or B and which also transport, aril, or install their own product 
exrluavely or mainly, abould be identified with manufacturing: coocern* in I) may 
control or own source of sup pi v of materials used exclusively or mainly in their construc¬ 
tive work; concerns in El or E2 may own or control the source of their material or power; 
concerns in F may transport or store their own merchandise, but its production would 
identify them with A, B, or C. 

3. Answers: 

(«) General class fuse kev letter deagnation)_.C...... 

(6) Main income-producing business (give specifically the infonnation called for 
under each key letter, also whether acting as principal, or as agent on cornmis- 


rion; state if inactive or in liquidation).. 

Lumber 


OTHER CORPORATIONS IN SAME BUSINESS. 

4. Enter on the following line# the names and addresses of five representative corpora¬ 
tions in your locality or sectaan of the country engaged in the same kind of business; 


G-r^yl ing T.Ht. 

Cn . 

Mnnweira T 

trsmont Tsbir. 

gft - 

i 

i 

_T.Viw 

_Cn. 

Q^.t.rs. •" 



INCORPORATION. 


--5/U./1S9S 


C. Cats of incorporation — —_ 

6. Under the law* of what State or country_MlSSoUpi-_ 


REORGANIZATION AND ACQUISITION OF MIXED AGGREGATES OF ASSETS. 

7. Has the corporation, or any of Hi prtdtcenon, been reorganized, or has it. or cny 
of iti prmlrrrmon, taken over a going business or acquired a mixed aggregate of tangible 
and intangible property, and paid for each property in whole or in part with stock or other 

securities sines the close of the preceding taxable period'______ 

9. If so, furnish a brief narrative history of the burines* and submit a statement 
(bowing 

(a. The name of the concern taken over fee from which the propert y was acquired 

(6) The nature of the assets and liabilities so acquired; 

(e) The total par value cf the *tock issued therefor: 

(rf) The value at which each clam of asset* wo* carried on the hooks of the concern 
from which acquired ( submit a balance sheet of the predecessor ccntvrn a* at the date of 
acquisition or as at the close of it* last accounting period prior thereto); 

(«) The value at which each item was carried on the Itooks of the corporation making 
this return, and full details of any adjustments subsequently made pertaining thereto and 
the baris on which such revaluation was made. 

9. If patents, copyright*, secret processes or formula*, good will, trade-marks, trade 
brands, franchise*, or other intangible property were acquired, state tho basis on which 
their valu* eras determined and how they were paid for. 

10. If at the time of any purchase or reorganization a# contemplated in question 7. any 
property was entered on the book* of the reorganized concern or any vendee predecessor at 
a value* in excess of that at which it was earned on the book* of the vendor concern, state 
ihc barij no which the revaluation was made. 

AFFILIATIONS WITH OTHER CORPORATIONS (TO BE ANSWERED BY 

EVERY CORPORATION). 

11. Doe* the corporation own directly or control through closely atliliatod interests or 
by a nominee or nominees over 70 per cent of the outstanding voting capital stock of 

another corporation or of other corporations?_HD 


12. Is over 70 per cent of your outstanding voting capital stock owned by another cor¬ 
poration or by two or more corporations that are affiliated ? -H O 


13. Is over 70 per cent of your outstanding voting capital stock as well as over 70 per 
cent of the outstanding voting capital stock of another corporation or of other corpora¬ 
tions owned or coo trolled by the same individual or partnership or by the same individuals 

or partnerships? .IL2_ 


If. If the answer to question* 11.12, and 13. or to any of them, is "yes.” answer the 
following: 
i> Did I 


(«> 


! the corporation file Affiliated Corporations Questionnaire, Form 619, for 1917 or 


subsequent taxable years? 


If the answer to this question is "yee,” a 


questionnaire is not required, except under the circumstances described in question 
<t). If the answer to uiis question is "no,” and the answer to questions 11, 12, and 
13. or to any of theta, is "yes.” procure from the Collector of Internal Revenue for your 
district Form SI?, which (hall be filled out and fib-d as a part of this return. It the 
answer to this question is "no,” question ;6) need not bo answered. 
i (t) Did substantially the same conditions, as are set out in the questionnaire filed for 

1920 or prior years, obtain during the entire taxable period 1921? .--- 

If the answer to this question is "no," a statement, setting forth the particulars in w hich 
the situation has changed, should ho attached to and made a part of this return. If there 
have been substantial changes in stockholding*, a complete schedule of such change* 
should be submitted in the form prescribed in Table* 3 and 6 of the questionnaire 
If there are companies other than those covered by tho questionnaire for 1920 or prior 
yearswhich. applying the tost* contained in questions It, 12, or 13. may have come into 
the affiliated group since 1920, a questionnaire, Form 619, is required for the entire 
group for tho taxable period. 

VALUATION OF CAPITAL STOCK. 

15. What was the fair value of the total capital stock of the corporation as determined 

in the last assessment, if any, of tho capital stock tax? r 3iCL T QfLQ Date of that 
assessment-JuljT 1^21...—---- 

PREDECESSOR BUSINESS. 

16. Did the corporation file a return under the same name for the preceding taxable 

period? _J(CS-.-. If not, was the corporation in any wav an outgrown. r«**ult, 

continuation, or reorganization of a business or busineroce id existence daring this or the 

preceding taxable period? .-.. If answer i* "yes,” give name and ad drive of 

each predecessor business. 


BASIS OF RETURN. 

. 17. Is thi« return made on the basis of actualrecoipti and disbursement*?. Xlft__ 

If not, describe fully what other baris or method was use-1 iu coinputiug net incoitto_ 


...Accrual. 


GOVERNMENT CONTRACTS. 

IS. Have any adjustment* been made during the taxable period on account of con¬ 
tract or contracts with tho Government or its agencies <>r in any Government contract or 
contracts from which tho corporation derived income directly or indirectly, through tho 

operations of a claim board or otherwise? _DA-. If the answer to this qu*vti<n is 

"yrp,'’ state the amount* involved *___: whether or not such aaioun’s 

are included in this return_- ; and. it not, was an antcuuv-U u-t.ir-i, 

accounting for th* additional income, filed for the taxable perr-d in whico t •• i.-r 

• 

was terminated?..,—^__^rnua wiiraiuv i.g u:; }*.,n •-unre , 

date entered into. tWie ®o work posted under said cun'.met or cuutuwt*. and the amount 
and laturo of the adjustment. 

AMORTIZATION. 

19. Has amortization been claimed? ..TIP. If the answer to this question 

is "yes, ” state for what year. Amount $—.... 

LIST OF ATTACHED SCHEDULES. 

Enter bolow a list of all schedules accompanying this return, giving for each a brief 
title and the schedule number 

..BaJ.an.ce .$h£CV, Jo.Ha—!♦- 19.21.... 

...« ... .if™. ..Jiec— 19-21..-.- 


AI2.. .Or flxnarjr >. Jteces aat^. cp ena c a 

Al 2 Off.19 *^?. CoiTi^e«^txori 


SCHEDULE K.—BALANCE SHEETS. 

Attach hereto balance sheets as at the beginning and end of the Uxablo period (preferably in parallel columns', showing as nrorlv as practicable the detail* called for below. . TTrewi 
balance sheet* should be prepared from the books and should be in agreement therewith, -r any difference* should be reconciled, and if this is a coneolidr.tod return, balance sheets should 
be furnished in accordance with paragraph 7 of page 1 of Instructions.) 


assrrs. 

i (Inriudln* cub la bank and on band. osrtlfi- 
cstss of deposit, etc.). 

Trade sccernas( before dsdjcttrx resarvas tor losses). 


(to bedesathed). 



i:*w materiel'. 
Wo-k In progra m . 
Finished products. 
Supplies 


V. S hood* and oMigKtoos teeeb 
stated raperateir i. 
rienpt (municipal. Stats. etc.). 
Other. 


to be 


ASSTTS-^intTliil 

| A3SITS—Csnrtn—d 

Stock of corporaiioos— 

ForBtn 

Don uric. 

LiiBmd fidmcM 

Fixed usesn -coctlaecd. 

Leu resorro* for depreciation (show saparatsly 
amount eppUcabia to aach fixed araet) • 

To offlesrs end scnployess. 

Toothtrs. 

BsSscrad chantro m totwro spandroe (to he dstaOwt). 
Filed a seats: 

Lend. 

Bufidinc*. 

Mechtosrr. 

Tools ana minor njalpcosot. 

DsUvsry squlpccrot. 

Offlos fnral tors. 

Other (scats character). 

Kkt Valcx. 

Pareotx. toad sA and ether tntantihle assets: 

Paid tor la cash or other tsacible property . 

Paid form stock (Other than stock dividends). 
Creatad by stock dtrldwsd or ochwwlss. 

On bond*. 

Oo stock. 

Total. 


LIABIUTIXS. 

To^ofcers Mid stockholder*. 

To atben (inelodin* tout loeoi). 

Acraeatm payable: 

Trade. 

Othir. 

Accrued ctpensee end reserves, the chairs-, creaiinc 
which ere aUowsbis deductions from income a.» 
be detailed). 

Bsaeraaa, the charfts emetine which are not ..lo.v. 
ableiiednotions from iocoais: 

Uteres for losses oo notes and accounts 
receivable. 

Other rascrewi (to be detailed). 

Capital Bock au twandbu (to be darsiflod). 

Surplus sad endMded profits. 

Total. 


•rteswvra for depredation may be deducted from the respective Meet accounts or I leaned an tbs lability side ct tbs balance sheet. 


AQ corporations engaged ia an interstate and intrastate trade or buxines* and 
officer, may submit in lieu of above form, copies of their balance sheets prescribed by'mid 


to the Interstate "Commerce Commission and to any national. State, municipal, or other public 
or State s™* municipal authorities, as at the beginning and end of the taxable penod. 
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SCHEDULE L —RECONCILIATION OF NET INCOME AND ANALYSIS OF CHANCES IN SURPLUS. 


t. Rat iMen frara Schadal* A.ttqm : 
3. NMUtblllMMR. _ .1 


21 728' 07 ' is-rnaiiowahi* deductions: 



(a) lun« on obUotien aftlte Uatod But— aad It* 

(»> XatcP^kco ebed-lnt of Malm, Temuri**, Mid poocicai «ot> 

(0 Intae-t on i-^'nnder Fedenu Tarm'u mb 'i 

ir, Di»1d^V|^Vir.i^j^W‘^po'‘z^«YVirib»‘RjTrt»o* !' 

(*) Dfvldaodi an work ofri’sn—iid^Wbe-gwP^Hjen* oat of m 
upon which * Federal Afe* i#hw Im t 
(/) Oth—Items ofnoaUxaM* 1m m »<—RpdBsli. lj 


X. Owp against n «w >— for bed deMr, If Horn 1?. Schedule A.ts no 
eddlUon tr>e r—rrvi........ 

A Choree* agaiaat ns—rs—for coni'(iiwnrtei , etc. (lohedatoOed;: 

(«>..xadaral>. Ircoita ..Tax. 

r <*i-JCigc«lIaneQ US Tax es_ 

(O — - ----- 

J. Tettioflira* 1 iol,kMn._--..- - -- 

«. Tot*: from Item 14________ 

any telj4rtmrw • r.ra; 

- - d- ••••*•• 

thou if 


438 75 




..££&LjG£ 


• *i Donat mns. gratuities, tnd oaotriboaocs............ 

(b, Income and profits tsxc* P*I<1 U lb* l tilted SUM—, 1U pcs- 

iseworr*. or tmaign oouacwi.. 

(f) Sped*: Improvement tax— tending loincn a— !!. t aloe if t'-.r 


.-1- 


1 I5l| 00 

.J_i'iii-.LaE 


(O Eartmur* uxl am**, addition]. or tocurmro*.* fritol *1 
I OB th* book! ..... 


(»i tof to me B U and renew*:* . 


7. Set profit for y—r at shown br bonks, 
mado thereto (Item S minus Item 6'. 
*. Surplus and undivided proCU 
praoadlac taxahl* period 


F~1. 

] 

1L : : 1 

j; 

■l! J ILL J 

7 

[ j 1 

..9.13.1 se. 1 

2 

418,33 

- y- ... 

i * 

i .LS 

099 i*5*| 

. .8 

064i961 


»ui item o'. .. .j_ ... 

jCli aa sbosrn br balaw s'**! at el 


9. Other credits to surplus (to be detailed): 

W..— 

10. Total of Items 7 to 3, Inrlustra_ 


11 Total from Item 17....... 

15. harpist and undivided profits as thews hr 
UiaMe period (Item 10 mlans item 11'.. . . 


! 


Insurance premiums paid on th* Oft of any offlorr or emplovc* I 

wtw—tb# eorpwiouls dtrecCr ce Indirect: y a benrbri ITV___ 

kterast ea Indebtedness incamd or root tuned to purobaSi- o> : 
aarryobdeotiaat or —curitl— at th* United hictet, the Interest 
opoo trblcb t» srhollv exempt from tsssftcc. except ’n'erivt i 
Idtui— d to porclja.tr or evrr Victors J*.-- Xjttw. o’lftnaily I 

ujbeertbed kjr by the Ux paver- ...*. . • 

(b) Additions to mervrs foe bod debt* ahich are Dot Includ'd 

in Item 17,Schedule A ..... 1 

Additions to Online fund reserve, and naerres for bad debts " 1 

and other eontlajenc.-t (to b* detailed': 




(0 


(71- 

(J) 


(J ) Other unallowable deductions (to bo detailed): 

( 1 ) ••........■.............................. 


5= 


1 - JL. 



SCHEDULE Ad: COST OF GOODS SOLD. E2CLUSXV& 09 imfyilltP TO* SEPARATELY. 


R antacid In a trade or buxine— In which the -srortinaAm, purchase 


e .n tomoM-produdnc terror, («) reetira from the follorto# 


return, Certtteale ef la 1 


'.Tana lUAsnd rt) f)|ltnthelAlowtnx*ehadn! 


lUefT hater* the amount column, the letters “C," er < 
c~f..->f coax or market. wateheeerlslowrt 

(I) Msrehandlse bought ter sale..‘_ 

(J) Cam of manutecrortnc or otherwise produal or n 

she winy prtnetpnl lts:us of ccat. the miner Items 1 


V 

i 


<?)-. 

(T.. 


,M«. Total cf Item 13. .$ .fl.!.064 98 

’ll DlTlllArull nal.1 f bo fntuKU n*eiA<4 > eerie w r.lhe. .. . .A I._h* I m, . m‘ mm . m * ■ ‘ . ■ i 


! OCi! A"X A 1 rnrwlrtxls paid durtnc the taxable period (stcu ssudher *pusd Ln -u- 

— ...Xai .ifw. 4 *. Xse.ij tiocV of this company, or other property'': 

1 r? A fr O Ate-* a Am A » 


J..£.5AU?.Q. .7.8. 

I 
I 

* saoo.eiea il l e'aaai 


i 


S»*t at dom of 


SCKEDLT.E3 


of iot«rnat V*< 


i 


i 


.£79. ^54. 33 
37. L2Q9J .Q4 


. .£42! 145..89 


(a) Pile p»!d...Q.Ctr.;.2l- < .2ihi r ed-r. Ci8h..._lf. 1 _ y>.Q. QQQ 1 00_ 

0) Dale paid .................... Chamor ........... 

fci Date paH....... nm.-jeiiT. 

U) Date paid . .. Oiaractr-............ 

If I'therdsLIU tosurp.iis itobe d-l eled) 

oAddn... .to.. Tax .R.a.scxyc... . 

; 

(*>.... .. 

(r).. . 

Total rf Item* It and K,..... ........ .... 


7!209 04 


i 


. 




TT709-W 


TO BE FURNISHED IN SUPPORT OF ITEMS IN SCHEDULE A. 


The following nrhodulce zmirt be furni^iaJ. aryl thoee pref^fod on eeparnto sheets ehould ho firmly attached to thir return. Enter name and address of corporation on each eheet. 


tele of nserrhandtse of any kind 
feme and file as * part of this 
Anterior CO lines 1 and 1 tmnsedt- 
lnveatorlee am valued at either 


(1) Dus I n ve nt ory at baytsslncof jaar. 

(•) Total 
(X) Lay Inventory at end o!^ 

(•) Cam of goods said 

x uuma i AXtoaoe 

FACT PK1H O. 

te> Molt n schedule sbowtac tl>» nature and amoo^t of the 
batnc ro up ed In one amount. (Tor Insurnsca com^nclee eee pay 

acirrDCUt Att t at * rti crrxsxsT or lzXextt box 

The Lntenwt an the oMteation* listed in enfamn 1 of the 1 ___, _ _._ 

iuuass tax, and is exempt from excraaproAu tax oAly to the extent ft h*i the AcjcrefaLe petunpa] aansusts do 
uot earned the exmptloos speeltard in enlnm» 2, V and 4. 

In aa* the oMtentiocs held exceed these exempt**!*, the psterfpal amnunrs In *ww thereof should he 

' mn 8 jftl 



SCnSDCLS A 18 : EXHACSTIOR. WTAR ARD TEAR < Inclullnf etnoieecvoce). 

If a deduction is made cn accnint of depmcUtbn the folio<*l:.r rehrsluV TT.u«t he fll.ed In and the tor*! 
amount eldmrd therein fhotild correspon-l with the f n-T .-is f.-Certed in the >.sl^nce thee- lAtnd rnlt’es i..jxt 
O'd ^Inrhid*! lothlsx-bedule. (See pace3 of nmrjctloc-.. pa.-A,-rapb ti), and best.ou One; 7 of the Kevnbite 
Act €n IK!.) 


THAR TSADIRO OR MAKC- 

I feme Included hesstn the mlnerfMms 
InstracODtw. parac*npha 3 and 7.) 


1*14e Is wholly exempt from eerperatb-n 


entered In onluton 1. sod the taxable Internet thereon H eotumn 8 If these sscunuae were t«-[bt and sold 
J urine the tA] able peeled, attach a statement showtnc the hoMMws by prelote. 

If this Is a co n oo mte iod tvtnm. rwch corpmwtleo e u a nt es h i f the efTi l te e d croup Is fiftled to the full amount 
ertnesa exemptions . 


1. Ohligatioos. 

1 

E»arrpt!oc*. 

(Aggregate Principal Areuant). 

| 3. 130,00) | 3 r72,0001 4. 92 000 

S. Trines pal amount 1 
la exiw— ofexexnp- 1 
turns aiertflad la 
Column] 2,3, ano 4. | 

1 C. Interest on 

1 principal amt 
! inexraesof 
| exemptIun5 

(*' Ftat Uharty lAanSeecod Coo 

s ! T “i 



(8) Tire and secant 4 s. and First, i 
neoood. Third, and Fourth 
41'*. ... 

1.i. 


• 

<c) Other obligation] IssikO i trice 
September 1 .1*17 (except Vic¬ 
tory and Treasury Not—). . 
(f> Victory Liberty loan 4f% 
Not—, aad Tr—sury Notsa... 

j.M 0 R*_...!. Sold.U_! 

LtCc—a l.Nowr-'.Now* 

1 

! ... 

1 

• 

TittsL TsXssux Ihttust .. 

. .. . .. . 

L-JOgpe. 


Kind of property. 
(If buildings, stat* 


1 

A *• ] 

wlifn | 

r 

i Probable 
l Ilfs after 

oc^ed'prior ! Amorintofdeprectetioacharpalolf. 

th<« of 1 

which c.'artruci^.); 

acquire! 

acquired. 1 

I acqtilr^ 

1 neat 

[ C *m«^St^»t*. U,, | ■n>Hye»r. j Tt—tons yexu. 

BiSilt oi* 1 

IWj 

1 


^4,620 .\L 3462.OQ 10% 

£to.cis 

.1 ! 

286.3^ 16.6b lQ« 

Locomotites 

1 

* • * 

..i.,.466 

La._ , 6P 10% 

i 

1 _ i 

i 

L~Z r. ” 

t-»i.... i 

.it::. :.'.j 

£73827.26'.. 


Nott - If obsolescent* ts a temoe In determlnlnr tout dednctlon attach a statement ihowlcr the amcmt 
claimed lor the taxable period end the basis on which Computed. 

SCHEDULE Am DPPtXTlOR. 

It a deduction Is claimed on acooont of depletion, seen re Iron theon’lerror Fnm D (iPtnends).Torm ¥ (roall. 
Torm F (iniscsUaneous rvomn-tah) r»rm O (oft and lax), nr Farm T (tlmlwr). fill In and file with return. U 
complete valuation dors ha* been died sndtb quest,oinaira in previous veers, then file with tlda return lr.torma. 
lion nee-wry t» hrlnx vonr depletion schedule up to dete. sextlr.jt x.tth'in hjll stx'uineoi of al l tnmsurtlont hear- 
inr on d*ln<-*loru sir addition! in vsb:o of p'ursioal **!' with rsplvnarion of ho* depletion deduction tor tax¬ 
able period b*» been determined. In risse of tt tuber rMe»bou;d be doue by fUUus In Form T (timber). 

SCHEDULE A»: AMORTBATIOK OF WAR FACILITIES. 

In case adesluetlon lsclajme<l otiareount efamcrtlxatioa. a tchejule shosjv: be nihmut.-d containing the 
Information called Irw In <lu:do Form lfs>7M, which explain* in d.uail the manner in which s durn </ this 
nature should be petal nted. A co[iy of this fo-ra may be obtelnrd from the (.'usimiadonw. (See Section 514 
(4) 9«if the Bevsuce Act of 192i). 


SCHEDULE A2.V PROH 
IRVESTMERTS. 

In *»•* of diepi>v»l of property, rv—'ltUsc fr. a pfidt or loss.a soh«d' le Ir. the foltewlnr 1 
nlshed.urlPt ase;>xr te llnof >roica a<ret. (Sue Section! 3u.'. 7Vt(o' t*nd23*(*: 11 of the R* 


OR LOSS OR SALES OF CAPITAL ASSETS ARD MISCELLANEOUS 

tfwm must be fur- 


any amasuit with 


SCHEDULE A10; OR OSS INCOME FROM ALL OTHER SOURCES loot iactwdlag 
reepert ta sale of ospOal eaeete er miscefleoeeus l n evetm ea a . 
tahrelt a arhedule 4ar*tn< the vmiTw. nature and amount of the prtrjdpaJ items lwinded beerin, the minor 
Betas being po op ed to one amount. The total of the schedule should be eotsrad as Item 10. Schedule A. 


1. E(nd of property. 

2. Date 
acquired. 

!. fHle 
; s Wm. 

4. Coat. 

ft. Fair 

UaMk l. 
191.1, U 9M> 

hr UatdaU, 

r. Cost «f 
aui^MIurat 
Iraprove- 
uicat*. 

7. Imp redo- 

tlou. 

| ..Isihext^. 

. 

,4892. 

PP...50C 

aO.OO 

u . 

L_ 

. Bondi*. 



.. i 



j 


! i 



1 

. 

j f 

. 



k. Net 
profit 
(or lust.) 


SCHEDULE A 12: EXPENSES (except i 


> cased ter mpenteir In Schedule A). 


Total.. . .... le.0.35. . 


V1.T78..CO 


of tbt prlodpol ItMSt la 

bRrg jt*oQped In one amocst. ~i For srt—1 utoe to be submitted by lnan r a rio e oompanl— sw pegs J of Injtrno- 


1 Items Included herein, the miner Item* 


Submit a st at amap t shewdng charaexar and amount oft he j 
pg emoped In one amoc “ 
rVmx, paragraphs 3 to 7. ) 

SCHEDULE All: COMPENSATION 07 OFFICERS. 

Kohmlt a srhadule shosslnr lor each nff car fl) oiune, (T>dntlea. <37 time devoted tomchdntle* .(Oxhar—of 
Wort osmed or controlled' (a) pee (erred, i* cotnrooc. (i) total compa n satiou tor tb# taxable period, and (8) 
amount of.and rwaam tarincraa**,ifaay, user prervOtn; poled. 

p i ap art j chaftaebl* U 


SCHEDULE A14: REPAIRS ttBdadtag labar. swVfiO**. 

). 

.. ,a>« e-etw-blW shnsr t n g the —sire end a——< oft . .. _ 

grouped in one aosount. I For cxewlfleotlon of repairs see p«t»3o< InstTOCtions 


I beerin, th 

PeragrapL 


*•) 


SCHEDULE Alt: TAXES. 

Huhtnlt a schedule shoelnr separatef y ter each r toss of tax— deducted, («) character, and (b 4 amount. 
Federal income end profit- tax—, lax— which a'e a credit under Pectioa 53*. faxes asaaoaed against local 
beorntsofa klndteoding tolncm— tb* valo* of th* property a—saaed ar* not allowable drductiuoj. IS— 
becDuo a«f«) 3 of lb* Havasu* Act at 1951.) 

SCHEDULE A17: RAD DEBTS. 

Submit a schedule showlnc debts or portion* thereof, arising from tales or proA u teual sw ' Urn that ba¬ 
rren repot Al aa tnooma. which have boon oetc.tely ascertained to le worthi—r and mar—d off within to* year, 
or such r—sonabl* amouct as has bam added to * -rserve for bad dabu within th* year. 

lithe amount enterr .1 — Item 17, behrdnk a. is an add-Omi to a reswve, fxrniih pruuf of tie rcaaocabtenaa* 
of tb* amouit ;See Dwtwa S4(«) hofthe F.r—ska Act of 13S1.) 


State srhat arwjOTit. If any. Included I.x enfamn i reprwwntt g»rd will.. I. . . . 

If any of th* assets store acquired prior t« Ma*vh 1,19U, srata hu*r the fair mxritet value on that date 


W*. tho uiidermKOrilytpw—ttcnr and 
includinif tho accompanying achodtiina and »tal 



d*te*tnfned...... ........ ... 

In ease of ax^bang* of proparty, aubtsli adder > v-l suntiiUnc tho boxls used U omvin; at th* market 

vuta* of property received..... .......... 

SCHEDULE A24: LOSSES ttf TIRE. STORK. ETC. 

A schedule similar to th* one req wited above thrsi'.d 1>* *sihmlt*ed with **'p*.'t tc, lu-.va of pro.-v rty ativ 
fnrfrom flrex. storms, shipw’eck, or.rhercMxufty.orfroaithtfi, or.d rot (s.mfcns.'ied for by insunece os 
otherwise, except that column 3 ahvuld show "InsUMUC.' ..-<1 s’fsr-ifr" Instca 1 of •‘halo prtoe.” 

SCHEDULE A26: DIVIDENDS (doductlbla under Section 9Ki. 6 ef the Revenue Act ef :121). 

Submit a schedula showing the aroouDt received as dividend*, (s' from . itch dmnesU: .xtyx-ntion otley 
than a corporation entitled to tne l>UiOflt.s of Section Ju2 o'the Act, of ■ Oifrtun etc'. !->reigu corporation wbon 
it Mshosrti to th* satisfcctlr.n ofthe Comnuvdnoer that more thar. '.'J per r.nlu'u of the pro— income ul such 
foreign corp-mlton f.w the tbreo-year penud uidinr with t *o dose of its t«s»i'ie ; ear prtyvslin? the docUm’.ioo 
of such dividend* or fur such pvt of such periud as th* tore am corpora! lr, - i has b«ch m cxisvace) *u deruvd 
from sources within the United States a* detc-suied under Aytiuh 217 oi the Act. 

DISCOUNT ARD PREMIUM OR BONDS SOLD. 

Thera most be attached to the return a schedule shoving In detail em-'.i i*sue ond rale of bonds of Sba 
reportinr rorpnratioc gielnc the foiiovir.r luLvxxte-ri *e ■ CJa'a, i t) date at -.si*, (ej maturit;.; (d) anto mt sold; 
(«•) amount r—h»e<l (/) pietcu m or ,-ucount rw* arjtutr.. 

That Bropcrttcmoflncpreml 'in .if discount appU.W to the tefnm ,e*iod mu*.t (»• reported cither as Item 
Id cr 13, *h<(duta A. page 1. unto:.'. , l:o aoxiit of prerai mis or OimouhI ia»! t—m rvp 
ax a deiioctioB in prior yean. 


. rvpo. U-.i isiiifuneu altowvsl 


’l th* <."'rpor»tion for which this return id made, beta? Mvorally duly imcirr., each (or himnnli dirppsce and eays that thin return, 
ta, haa boon examined bv him and is, to tho bwt oi hie knowledge and belief, a true and complete return .’made in n°°d faith, fvr tho 


taxable period aa rUted, pursuant to the Revenue Actoil921 and the Regulations issued under authority thereof 


Swui^ to and aubnuibed before mo thia . . 


___ 1922. 


P— < at < 

—stong afflc—4. : 



/9 




Prttuieiti. 


f — (OCctal 

HV COMMAS I ON exmast 
FCHY. 28»rt. 1920. 


AdW tTTT: 

1—104?> 


4 ■ 




I 

I 
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LOUIS WERNER SAW MILL CO. VS. GUY T. HELVERI^G. 125 

locomotive ($7,000.00)/’ The Commissioner has 
approved and followed the basis recommended 
in said valuation report by using- that basis in 
computing depreciation sustained, during the 
year 1924, on this same Saw Mill property. 

2. The Commissioner included in gross in¬ 
come, under Sec. 213 (a) of the Revenue Act of 
1918, the gain resulting to this tax payer from 
the sale of standing timber on what is known as 
the Panola Block, and which he determined to 

be .$l|3,634.30, 

whereas the gain resulting from such standing 
timber ascertained by using the fair market 
value at March 1, 1913 as recommended by the 
Valuation Engineers is the amount of. 14,520.93, 

resulting in a difference which is an overstate¬ 
ment of taxable net income in the amount of .. $1,113.37. 


The tax payer believes that in computing the amount to 
be included in its gross income for the year 1920, under 
Sec. 213 (a) of the Revenue Act of 1918 the fairjmarket 
value at March 1, 1913 should be used as the basis to de¬ 
termine the gain or loss from the sale of standing! timber 
on the Panola Block. The fair market value at March 1, 
1913 recommended bv tie* Valuation Engineers of the Tim- 
ber Section in their report dated June 17, 1929 (I'jT: AR: 
En: T-JHF) amounted to $1,054,609.68 for this timber and 
the sum received from its sale amounted to less than $1,- 
215.000.00 which would result in a gain of less thah $160,- 
390.32. The Valuation Engineer recommended that the 
amount of $14,520.93 be determined as the taxable gain ac¬ 
cruing to the tax payer in each year during which it col¬ 
lected $110,000.00 of the amount for which this timber was 
sold. Sec*. 202 (a) (1) of the Revenue Act of 1918 provides 
that “in the case of property acquired before March! 1,1913 
* * * ” the basis for determining gain or loss from the sale 
of such property shall be the fair market value 6f such 
property at March 1, 1913 and this tax paver believes that 
the value at March 1, 1913 of the timber standing upon the 
Panola Block was not in excess of $1,054,609.68. 

i 

(Here follows photostats marked pages 121 to 125.) 
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126 I Louis Werner Saw Mill Company 

i Monroe & Texas Railroad 
Consolidated Balance Sheet 


January 1, 1921 


ASSETS 

W erner 

M.& T. R.R. 

Total 

Cash 

$37,745.77 


$3 1 , 1 4o. 11 

Accounts Receivable 

55,071.26 


55,071.26 

Notes Receivable 

270,464.29 


270,464.29 

Investment Timber Lands 

1,046,863.15 


1,046,863.15 

Road & Rolling Stock 


85,024.20 

85,024.20 

Supplies , 


2,007.71 

2,007.71 

Totals 

$1,410,144.47 

$87,031.91 

$1,497,176.38 

LIABILITIES & CAPITAL 




Accounts Payable 

$3 1 3io4.S t 

$87,321.88 

$124,376.75 

Freight Account 

11,750.00 


11,750.00 

Reserve for Depreciation Roadw 

a v 

26,000.00 

26,000.00 

Mill Property Reserve 

1S,025.92 


18,025 92 

Insurance Reserve 

12,000.00 


12,000.00 

Surplus 

720,610.75 

66,289.97 

654,320.78 

Capital Stock 

600,000.00 

40,000.00 

640,000.00 

Tax Reserve 

10,702.93 


10,702.93 

Totals 

$1,410,144.47 

$87,031.91 

$1,497,176.38 

127 Louis Werner Saw Mill ( 

'ompany 


Monroe & Texas Rail 

road 


Consolidated Balance 

Sheet 


December 31, 1921 


ASSETS i 

Werner 

M.& T. R.R. 

Total 

Cash 

$99,662.50 

$40.82 

$99,703.32 

Accounts Reee i vable 

121,580.76 


121,580.76 

Notes Receivable 

354,850.50 


354,850.50 

Mill Advances 

7,558.08 


7,558.08 

Investment Timber Linds 

84 1 ,8;>3.4 i 


84 1 ,8o3.4 1 

Road & Rolling Stoek 


44,659.00 

44.659 00 

Totals i 

$1,431,505.31 

$44,699.82 

$1,476,205.13 

LIABILITIES & CAPITAL 




Accounts Payable 

$14,297.97 

$46,626.81 

$60,924.78 

Freight Account 

16,200.00 


16,200.00 

Deposits by Customers 

50,000.00 


50,000.00 

Mill Property Reserve 

17.S92.80 


17.892.80 

Insurance Reserve 

12,000.00 


12,000.00 

Tax Reserve 

7.579.66 


7,579.66 

Reserve for Depreciation Roadwa 

tv 

29,462.00 

29,462.00 

Capital Stock 

600,000.00 

40,000.00 

630,000.00 

Surplus 

713,534.SS 

71,388.99 

642,145.89 

Totals 

$1,431,505.31 

$44,699.S2 

$1,476,205.13 
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Untied States 





of Amenta 


TREASURY DEPARTMENT 

WASHINGTON 


Oototor II , 19__»a 


_JAKT to the provisions of Section 661, Chapter 17, Title 28 of the 

States Coda (Soction 882 of tho Revised Statutes of the United States), 
py certify that the annexed Is a true oopy of letter dated Jtme if, 
fo Conaiseloner of Zateraal Revenue, Meehlnfton, 9. 0«, fro* X, i* 
c, Supervising Internal Revenue leant, St, Louis, Missouri, traneaittlnf 
ited June 0, 1920 (with oopy of letter, eohedales and exhibit* attach- 
exhibit S, photo*tatlo ooploo of ooasolldated returns for 1920 and 
agreement fern 970 nentlonod therein), euhnlttod to Supervising 
L Revenue Agent, by Loren X, Massey, Internal Revenue leant, St, Louis, 
fin ret Louis Venter Saw Hill Cowpony, and Monroe and Texas Railroad 
Lffiliated), St. Louie, Missouri,. 



lis Ospartaent. 


IN WITNESS WHEREOF, I hsve hereunto set my 1 

and caused the aeal of the Treasury Dep a r tm ent to ho 
affixed, on the day and year first above written. 


By direo 



IraaAttrBT DSTAffiisjrT. emm Cum slain. 



* i 

! 
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Corporate: 


•f— § *M^ ry. .. — 

K No.._. 1 }ended ..XSjSiUZ 


COMPUTATION Of TAXABLE NET INCOME 



Profit or low on Mle of c*p» 

[«r books sod Oexrblo oot 
iaeesM-— 


This form Is to bo oaod to itov. mnit t n ss fi profit sod loo* 
pool Mot sad to oonpoto too toatbls art IMW la ooMpU 
DMflWatspooo Is sot ofiovod bjr oar or tkosoI<nt no to 
tor port o( B ob tto oOmt la m thojlot Uso boknrtbo In 


v'-". Sfl ' 
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i 

j 

128 Louis Werner Saw Mill Company 

Monroe & Texas Railroad 
Ordinary and Necessary Expenses 

i 

Schedule A12 


Salaries & Commissions $20,589.16 

F rcight lO,200.00 

Freight Car Hire ^,130.85 

Rent 2,600.00 

Fuel 2j,991.08 

Insurance 99.64 

Damages j 115.51 

Train Expense i 5.95 * 

Wreck Expense 23.80 

Miscellaneous Expenses 14],929.50 


$59^685.49 

Schedule A13 
Compensation of Officers 

Name Duties Time Compensation 

T. R. Pierce President » Full Time $ 7^599.96 
L. Bradt Y T ice President ” ” 6^000.00 

C. S. Chesbro Secretary ” ” 6^000.00 

$19j599.96 

(Here follows photostats marked pages 129 and ll30.) 
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131 Corporation 

Name Louis Werner Saw Mill Company, (Parent) St. 
Louis, Mo., 

Schedule—Exhibit 1-a 
Year ended 12/31/20. 

Explanation of Items Changed 
(a) (1) Donations disallowed, as follows: 


Theatre Tickets donated. 9.90 

Jewish War Relief . 25.00 

Defense Com.100.00 

Entertainment fund .500.00 


Total donations, 


634.90 
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(2) Excessive depletion taken by Lenwil 
Saw Mill, as follows: 

Depletion taken: 10,044,600 feet (a 5.50 per M. .$55,245.17 
ail’d.. .10,044,600 ” @4.66 ” ”..46,807.84 


Excessive depletion for 1920 

(JE#9) $8,437.33 

The rate of $4.66 was allowed by Bureau for years 1917 
to 1919 inclusive on Lenwil S. Mill-Department letter 
5/7/23, reference IT :XR :G AVHG, and on this authority 
your examiner applied the same rate, namely $4.66 per M 
feet. 

(3) Excessive depreciation taken for 1920: 


(See JE=12): 

Depreciation taken by Lenwil 8. M. 1920 . 13,266.90 

allowed herein-see exhibit thereon .... 2,468.54 

Excessive depreciation taken, 1920. 10,798.36 


(4) Net Profit realized on sale of Timber only to Water¬ 
man Lbr. Co., which sale was contracted in year 1918, under 
the terms of which said sale taxpayer receives annual pay¬ 
ments. Bureau, in Department Letter dated 12/26/24, 
reference IT:CR :G-HD-2, based, according to said Depart¬ 
ment letter, on “evidence submitted in connection with the 
sale of Timber in 1918" found taxable profits on said sale 
in 1918 and 1919, of $24,873.11 and $7,817.27 respectively, 
being 14.213% of the payments received on original con¬ 
tract price of $1,215,000.00, the payments received in said 
years being $175,000.00 for 1918, and $55,000.00, for 
1919. The evidence on which the Bureau founds its 
findings in this matter is not before vour examiner, and 
in the absence thereof, he is using the same percentage of 
profit, applied to payments made in 1920 and 1921: The 
profit for 1920, on such basis would be computed as follows: 

Payment on said contract for 1920 is $110,000.00. 14.213% 
of said amount equals the profit applicable to 1920, 
namely $15,634.30. 

On this basis, the Bureau is allowing taxpayer appre¬ 
ciation of $561,581.36 over and above the book value of the 
Timber sold as at 12/31/19, as follows: 
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i 

Book value timber sold, (after eliminating the 
value of the land @ 5.00 per acre), 12/31/19 

(See Exhibit “Z”) . 4S0,730.69 

Cost or depletion value ail’d by Bureau. 1,04^,312.05 


Appreciation surplus ail’d by Bureau, ascer- | 
tained by deduction only (JEir 14 herein) . 561,581.36 


132 Corporation 

Xame Louis 'Werner Saw Mill Company, (Pareijit) St. 
Louis, Mo., 

Schedule—Exhibit 1-b 
Year ended 12/31/20. j 


Explanation of Items Changed—Unchanged ! 

i 

(4) continued: The payments received in each year 
under the contract of sale with Waterman Lbr. (/o., as 
shown by Journal entry Xo. 15, were credited to the cap¬ 
ital account styled “Penola Timber Tract”, and no portion 
thereof was reported as profits in original returns filed for 
1920 or 1921. Reference is also made to Journal (jntries 
Xos. 14, 16, and 19 bearing on this transaction. The con¬ 
tract provides for the sale of 63,473V 2 acres of limber 
rights only, for the sum of $1,215,000.00. In this connec¬ 
tion there is submitted herewith letter dated May 8,1 1925, 
from San Antonio, Texas office, together with information 
concerning valuations of land and timber located in Pan- 
ola County, Texas, for perusal by the Bureau. 

(5) Amounts realized on sales of cotton credited to Cap¬ 

ital Account “Panola Timber & Land Account”, which 
has bv Journal entrv Xo. 4, been transferred to Surplus 
(P&L1920).‘.$72.41 

(6) Rents received erroneously credited to “Panola Tbr. 

Land Account, which is, by Journal entry Xo. 5, trans¬ 
ferred to Surplus (P & L 1920) . $^58.70 

(7) interest received on 1st, 2nd, 3rd & 4th Liberty 

Bonds found to be exepmt. $3,508.45 

(8) County & State taxes paid during 1920, erroneously 

capitalized, Dr. to Panola Tbr. & Land Account, which have, 
bv Journal entrv Xo. 1, been transferred to Surplus (P & 
L 1920) ..*. $1,^33.13 
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(9) Wages and expenses 1920, erroneously capitalized, 

Dr. to 44 Panola Tbr. & Land A/c”, transferred by J. E. 
#3, to Surplus (P & L 1920) . $2,051.68 

(10) County & State Taxes, erroneously debited to “In¬ 

vestment in Misc’l Timber & Land”, transferred by J. E. 
No. 7 to Surplus (P & L 1920) . $81.36 

(11) State & County taxes debited to Reserve for Taxes 

allowable as deduction, .. $2,952.72 

(12) Dividends received on Stock in Illinois Traction 

Company, credited to P & L, not taxable,. $600.00 

(Here follows photostats marked pages 133, 134 and 135.) 

136 Louis Werner Saw Mill Co., et al., St. Louis, Mo., 

Schedule #5 

Year ended 12/31/20. 

Compulation of Deduction From Invested Capital Account 

Inadmissible Assets: 


Total assets : lnad>n issibles: 


Beginning of year, (Net) 
End of Year, 


2,213,081.92 

2,146,146.32 


9,425.00 

9,425.00 


4,359,228.24 18,S50.00 

Average for year 1920, 2,179,614.12 9,425.00 

Percentage of average inadmissibles to average admis- 
sibles is, expressed by decimal .00432; 

Capital stock, consolidated, Sell. 4,. 640,000.00 

Surplus & Reserves ” 4,. 945,964.19 

1,585,964.19 

Reduction for 1919 taxes Sc*h. 4, . . $6,382.27 6,382.27 

Invested Capital before adjustment for Inad- 

miss,. 1,579,581.92 

.00432 X 1,579,581.92, equals, (Reduction) ... 6,823.79 
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640 L000 JOO 


.9X5*8.56,131 


13*107 


.19 


1.585 J9MJl9. 


ISO,088J 99 


Total corrected Matt »h<*t bndrtainn of year 


Addition* 
(a)-. 


Total 


-..Eed.Ino .Tax. 1919 ~43-5*145.39 X-4214 .6.582 

.. Inadmissible assets (Schi 5...1..6*823.17.9 !| 

...Dividends- .from Sched7}...6.A..121., 882 ;93 1 
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CORPORATION 


Naina . l OOlS ..flamer Saw Ifin C ompany , e-fc aT. S*. ?.V> . , _ _ 

I 

Schedule No. —4- Jaa^J en d*dlZ/&/20_._. 

COMPUTATION OP INVESTED CAPITAL (COBS OlidatOd) 


Capital rtock..... 

durplna......... 

.-SttgpluBtfZin property reserves,. 

Snrphw rownm.... ;... 

.Reserve for. Insurance ,. 


1,585,96 
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.Voine .Louis ..'ernar Saw Hill Company, et al», St. Louis, Uo», 

Schedule_7... 


COMPUTATION OP 


TAX, j : 


iftMd 
1920 J 

Year 


RATES. 


PcTod}*"^. » &i^L L2 * X h 

EXCESS PROFITS TAX. 
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139 Corporation ! 

Name Louis Werner Saw Mill Company, (Parent) St. 
Louis, Mo., | 

Schedule 8a | 

Year ended 12/31/21. j 

Explanation of Items Changed [Unchanged] j 

i 

(1) Donations included in expenses, not deductible: 

Police Relief Ass hi,. j 5.00 

Old Women’s Home.j 5.00 

Mothers & Babies Home. 15.00 

Y. M. C. A.—Children’s outing. 5.00 

Misc’l small contributions .121.00 


Total—Original return,.151.00 

(8) Countv & State taxes erroneously capitalized, trans¬ 
ferred by JE #1, to Surplus (P & L 1921),. 2,^33.60 

(2) Excessive Depletion taken on Lenwil Mill, see 

JE # 9: 

j 

Depletion taken, books, 1921 12,989,770 Ft. (it 5.50 per M.$71,443.80 

“ allowed. li 12,989,770 Ft. <§) 4.00 per M. 60,532.33 

- 1 — ■■ 

Excessive depletion, . 1(|),911.47 

The rate of $4.66 per M was allowed by Bureau for years 
1917 to 1919 inclusive on Lenwil Saw Mill-Department Let¬ 
ter 5/7/23, reference IT :XR :G :WHG, and on this author¬ 
ity your examiner applied the same rate. 

(4) Profit on sale Timber Rights to Waterman Lumber 

Company in 1918, assignable to year 1921, being 14,213% 
of 110,000.00, payment received thereon in 1921; See! item 
4, Schedule 1-a, page 2 for further explanation of this item, 
also Exhibit “R”—page 37 herein,. $15,634.30 

(5) Amounts received on sales of Cotton in 1921, erro¬ 

neously credited to “Panola Tbr. & Land a/c”, transferred 
by J. E. ip4 to Surplus (P & L 1921). $9.00 

(6) Rents received in 1921, erroneously credited to 

“Panola Tbr. & Land a/c”, transferred bv JE #5 to sur¬ 
plus (P & L 1921) .“. $2,136.07 

(7) Exempt Liberty Bond Interest on 1st, 2nd, 3rd & 4th 

L. L. Bds., . $438.75 

(8) See second item shown above. j 
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(9) Wages and expenses erroneously debited to “Panola 

Tbr. & Land a/c”, transferred by J.E. #3 to Surplus (P & 
L 1921) ..’... $1,938.80 

(10) County & State taxes erroneously debited to “Misc’l 

Investments in Tbr. & Land Tracts”, transferred by JE 
#7 to Surplus (P & L 1921),. $133.12 

(11) County & State taxes debited to “Reserve for 

Taxes”, allowable as deduction, :. $2,418.33 

(12) Dividends received on Ills. Traction Co. Stock, not 

taxable, .. $600.00 

(13) Royalties received under date May 1, 1921, under 

terms of contract of same date, a copy of which said con¬ 
tract is herewith enclosed and made a part hereof as Ex¬ 
hibit “Y”. $50,000.00 
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Corporation 


Name Louis Werner Saw Mill Company, (Parent) St. 
Louis, Mo., 


Schedule 8-b 


Year ended 12/31'21. 


Explanation of Items ('lumped \ Enchantjed | 


(14) Additional depreciation allowed for year 1921, as 
follows: 


Depr’n taken on Lenwil Saw Mill Equip.,. 3,377.43 

allowed, see schedule & JE #12) . 5,778.03 


Additional allowed for 1921, (Exliib. “X” ... 2,400.60 


l 
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CORPORATION 
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Berner Saw :/.ill Company., et al», St. L ouie, lfc. t |_ 
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Corporation. 
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Name Monroe & Texas R R Co., (Affiliated) 
Mo., 

Schedule No. 9 
Year Period ended 12/31/21. 
Computation of Taxable Net Income 


St. Louis, 


Unallow¬ 
able Deduc¬ 
tions and 
Additions 
to Taxable 


Accounts 

Per Books 

1 ncome 

Freight Earnings 

8,205.88 

Demurrage earnings, 

356.00 

Total Income, 

$8,561.88 

DEDUCTIONS 

• 

• 

Wages, brakeman, 

279.20 

Coal expense 

2,991.08 

Engineer’s Wages, 

504.10 

Firemen’s wages, 

302.85 

Freight Car Hire, 

2,130.85 

General wages, 

1,500.00 

Ilostler Wages, 

277.50 

I nsu ranee Expense, 

99.64 

Damage Expense, 

115.51 

Main, of Loeom., 

861.52 

Depreciation 

186.37 

Superintendence, 

2,350.00 

Train Expense, 

5.95 

Foreman Wages (M. 

of Wav) 102.09 

Main, of Way Exp., 

214.60 

Wreck expense. 

23.80 

Total deductions, 

$11,945.06 


Xmitaxyble 
Income 
and Other 
Allowable 
Deductions 


( 1 ) 2,021.or, 


none 


2,021.05 


Net income from 
operations. 

Other income: 
Extraordinary losses: 
Profit or loss on sale of 
capital assets, 

Income per books and 
taxable net income 
Loss, 


(3,383.18) none 


2,021.05 


Amended 

i 

8L205.SS 
356.00 
Si, 5(51.88 


1279.20 
2)991.08 
504.10 
302.85 
2)130.85 
1)500.00 
1277.50 
99.64 
115.51 
1861.52 
2,£07.42 
2,350.00 
| 5.95 
jl 02.09 
214.60 
j 23.80 

13, $66.11 


(5,404.23) 


Tliis form is to be used to show a condensed profit and loss statement Reflect¬ 
ing gross sales, inventories, summary expense accounts, miscellaneous income, 
and unusual items, and to compute the taxable net income in compliance with 
Schedule 1, page 3, Field Order 56, Revised January, 1925. 

If sufficient space is not allowed by one of these forms, use two fornfs, cut¬ 
ting one across the line above the item “Net income from operations!’’ and 
pasting the upper part of it on the other form on the first line below the head¬ 
ing ‘ ‘ Accounts. ’ ’ 


(Here follows photostat marked page 142.) 
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Exhibit “ Y” 


THIS CONTRACT made and entered into on this 1st 
dav of Mav 1921, bv and between Louis Werner Saw Mill 
Company, a corporation organized under the laws of the 
State of Missouri, with its domicile in the City of St. Louis, 
said State, and represented herein by F. R. Pierce, its 
President, and C. S. Chesbro, its Secretary, acting under 
and by virtue of a Resolution of the Board of Directors, 
adopted at a meeting held on the 14th day of May 1921, a 
true copy of which is attached hereto and made a part 
hereof the same as if set out and incorporated herein in full, 
and the said corporation being hereinafter designated as 
the lessor, party of the first part; and Henry C. Morris, of 
Dallas, Texas, as Trustee of H. D. Walbridge & Co., 
Incorporated, of irl4 Wall Street, New York, and his suc¬ 
cessors or (assigns, hereinafter designated as the lessee, 
party of the second part, WITNESSETH: 

THAT WHEREAS, the lessor and the lessee have this 
day entered into an operating agreement covering the devel¬ 
opment for gas and oil of certain lands situated in the Par¬ 
ish of Caddo, Louisiana, and County of Panola, Texas; 
and, 

WHEREAS, the lessor has executed to and in favor of 
the lessee, of even date herewith, a grant and conveyance, 
conveying unto the lessee or its assigns said lands for said 
purpose; and, 

WHEREAS, the consideration express in said operating 
agreement and in said grant and convevance, is the sum of 
One Dollar and other valuable consideration; and, 

WHEREAS, pursuant to the terms of said operating 
agreement and of said grant and conveyance, and of this 
collateral agreement, the three instruments comprising and 
evidencing the complete contract between the parties 
hereto, the lessee agreed to pay unto the lessor as advance 
royalty, and as additional consideration for the execution 
of said operating agreement and of this collateral agree¬ 
ment and of said grant and conveyance, the sum of One 
Hundred Thousand Dollars, as hereinafter stipulated and 
provided: 
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144 Endorsed: A true copy Teste B D Gamble Clerk 

U. S. Board of Tax Appeals i 

26 B. T. A.-L. 

United States Board of Tax Appeals. 

I 

Louis Werner Saw Mill Company, Petitioner , v. Commis¬ 
sioner of Internal Revenue, Respondent, j 

Docket Xos. 30064 and 42923. Promulgated May 24, 1932. 

1. In 1918 petitioner sold timber upon semi-annual pay¬ 
ments covering: nine years. A profit was realized but was 
not reported in petitioner’s income tax returns. ftespon- 
dent asserted deficiencies based in part upon said profit and 
treated the transaction as an installment sale. Petitioner 
paid the deficiencies for 1918 to 1921, inclusive, without pro¬ 
testing; the installment method of taxation. Held, petitioner 
cannot now repudiate that method with respect to later 
vears and insist that all the profits accrued in the vealr 1918. 

2. In 1921 petitioner executed a lease of oil and gas lands, 
receiving from the lessee $50,000 in 1921, and a like ^mount 
in 1922 as advance royalty and additional compensation for 
executing the lease. Petitioner did not report the $50,000 
as income in either year because of a condition subsequent 
in the contract. Respondent asserted deficiencies fojr both 
years, based in part upon treating the payments of $50,000 
as income in each year. Petitioner paid the deficiency for 
1921 without protest. Held, it cannot now repudiate that 
method of taxation with respect to 1922 and insist that the 
entire $100,000 constituted accrued income in 1921. j 

3. Upon the facts held, that sundry adjustments in com¬ 
puting income tax should be allowed. 

Chase Morsey. Esq., for the petitioner. 

John II. Pigg, Esq., for the respondent. 

These proceedings, which were consolidated for hearing, 
are for the redetermination of deficiencies in income; taxes 
asserted by the respondent as follows: 

145 


Year. 

Amount of Deficiency 

1922 

$12,333.12 

1923 

8,841.00 

1924 

10,742.84 

1925 

6,741.97 
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The errors alleged are that respondent failed: (1) to use 
the March 1, 1913 value of certain timber as a basis for 
determining gain or loss, and failed to find a loss from the 
sale of the timber; (2) to determine the full amount of de¬ 
pletion sustained on timber cut during each of the taxable 
years; (3) to determine that certain amounts received dur¬ 
ing 1922 were conditional deposits and were not income; 
(4) to determine the full amount of depreciation on peti¬ 
tioner's Lenwil saw mill during 1922 and 1923; (5) to allow 
to petitioner as lessor of certain gas properties, depletion 
sustained during 1922 and 1923; (6) to allow to petitioner 
as lessor of certain oil properties, depletion sustained dur¬ 
ing 1923; (7) to determine that petitioner sustained a net 
loss from the operation of its Little Bear saw mill during 
1925. 

Findings of Fact . 


Petitioner is a corporation engaged in manufacturing 
lumber from tracts of timber owned by it, and in producing 
oil and gas from its properties. One of its timber tracts, 
known as the Panola Block, was acquired prior to March 1, 
1913, and oil that date its fair market value was $1,054,- 
609.68. On June 1. 191S, petitioner sold the Panola Block 
for $1,215,000 to be paid $175,000 in cash, $55,000 
146 every six months from December 1, 1919, to June 1, 
1928, the remaining $50,000 to be withheld to guaran¬ 


tee fulfillment of the contract. 

Petitioner.kept its books and filed its income tax returns 
upon the accrual basis. It did not report as income for any 
of the taxable years any part of the payments received from 
the sale of the Panola Block. Respondent has included as 
income his computation of the proportionate net profits 
arising from the pavmonts made in each taxable vear. 

On May 14, 1921, petitioner executed a gas and oil lease 
with respect to certain lands in Caddo Parish, Louisiana, 
and Panola County, Texas. On the same day the petitioner 
as lessor, and the lessee, entered into a supplemental agree¬ 
ment, the pertinent provisions of which are as follows: 

THAT WHEREAS, the lessor and the lessee have this 
day entered into an operating agreement covering the de¬ 
velopment for gas and oil of certain lands situated in the 
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Parish of Caddo, Louisiana, and County of Panola, jTexas; 
and 


WHEREAS, the consideration expressed in said operat¬ 
ing agreement and in said grant and conveyance is the sum 
of One Dollar and other valuable considerations; and, 
WHEREAS, * * * the lessee agreed to pay unto the 
lessor as advance rovaltv, and as additional consideration 
for the execution of said operating agreement and qf this 
collateral agreement and of said grant and conveyance, the 
sum of One Hundred Thousand Dollars, as herein stipu¬ 
lated and provided: j 

NOW THEREFORE, in consideration of the premises 
and of all of the promises, covenants and agreements here¬ 
inafter contained and contained in said operating Agree¬ 
ment and in said grant and conveyance, the lessee lias paid 
unto the lessor, upon the execution and delivery of jcolla- 
teral agreement and of said operating agreement a fid of 
said grant and conveyance, the sum of Twentv-five Thou- 
sand Dollars cash in hand, the receipt of which the 
147 lessor acknowledges and grants full acquittance 
therefor; and the lessee binds and obligates itself 
to pay, or cause to be paid unto the lessor an additional 
sum of Twentv-Fivo Thousand Dollars on November 15th, 
1921; an additional sum of Twenty-Five Thousand Dollars 
on May 15th, 19*22; and an additional sum of Twenty-Five 
Thousand Dollars on November 15th, 1922;—the said de¬ 
ferred payments shall not bear any interest except after 
their respective maturities, and all of said payments cover¬ 
ing advance rovaltv as aforesaid. ! 

It is further agreed and understood that if, in any year 
after the year 1923, the royalties or other amounts accrjuing 
to the lessor under the terms of said operating agreement 
shall be in excess of the sum of One Hundred Thousand Dol¬ 
lars, then the lessee shall be entitled to retain, out of Isaid 
excess, as a credit on said One Hundred Thousand Dollars 
paid and to be paid as advance royalty as aforesaid^ an 
amount not to exceed Twenty-five Thousand Dollars per 
annum, until the said One Hundred Thousand Dollars, 
without interest, has been repaid to the lessee. ; 

The amount of $100,000 was paid according to the agree¬ 
ment, $50,000 in 1921 and $50,000 in 1922, but petitioner’s 
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books did not reflect those amounts as income in either 
year. At no time has the amount of earned royalties ex¬ 
ceeded $100,000 in any one year, and petitioner has not re¬ 
paid any part of the advance amount paid by the lessee. 
Petitioner did not report the $50,000 paid to it in 1922 as 
income but respondent has so treated it. 

The parties have stipulated and we so find: 

That petitioner's taxable net income should be adjusted 
to include $11,227.17 received as oil rovaltv in 1923. 

That if it is finallv determined that the sale of the Panola 


Block was an installment sale and to be reported on that 
basis, the amount of profit to petitioner for each taxable 
year is $14,520.93. 

That petitioner is entitled to the following deduc- 
148 tions for depletion: with respect to timber cut'from 
the tract known as the V. S. P. Block $50,703.83 
for 1922; $49,924.73 for 1923; and $42,206.94 for 1924; with 
respect to its "as producing properties $8,569.70 for 1922, 
and $29,881.20 for 1923; with respect to oil producing prop¬ 
erty located in Arkansas, $8,002.41 for 1922. 

That petitioner sustained deductible depreciation upon 
its plants in the following amounts: upon the Lenwil Saw 
Mill $19,428.92 for 1922; $19,441.65 for 1923; $19,238.42 for 
each of the years 1924 and 1925. Upon the Little Bear Saw 
Mill during 1925, $21,858.08. 

Petitioner's income tax reports for the years 1918, 1919, 
1920 and 1921 were timely filed. Respondent asserted de¬ 
ficiencies in the amounts of $3,518.30, $10,399.71, $3,804.10 
and $7,297.95, respectively. Those deficiencies were based 
in part upon his determination of petitioner’s profits from 
the sale of the Panola Block timber tract. Petitioner paid 
each of the deficiencies asserted and filed no claim for re¬ 
fund or other claim or protest respecting such deficiencies, 
except for the year 1920. For that year refund was claimed 
and allowed, based in part upon a reduction of $1,113.37 in 
the amount of profit from the Panola Block transaction. 
In its claim for such refund petitioner alleged that the 
profit it derived in 1920 from the sale of the Panola Block 
amounted to $14,520.93. That amount was accepted by re¬ 


spondent as correct. 

149 The deficiency asserted for 1921 was based in part 
upon respondent’s determination that the advance 
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payment of $50,000 under the oil and gas lease contract con¬ 
stituted taxable income to petitioner. j 

i 

Opinion. | 

Marquette. The lirst question is whether the Panola 
Block timber transaction should be treated as an |install¬ 
ment sale. The contract made in 1918 provided fori a cash 
payment of $175,000 and for further payments of $55,000 
each six months thereafter for a period of nine yearsi 

The total sale price of the tract was $1,215,000, which pro¬ 
duced a net profit of $100,390.82. Xo part of that profit was 
reported as income by the petitioner in its income Stax re¬ 
turns but for the years 1018 to 1921, inclusive, respondent 
asserted deficiencies based in part upon proportionate 
profits, computed upon an installment sale basis. Petitioner 
paid the deficiencies without protest or claim for Refund, 
except for the year 1920. In its claim for refund for that 
year petitioner contended that its proportionate profit from 
the timber sale, when computed upon the proper! basis, 
amounted to $14,520.93. That amount was determine^ upon 
the installment plan. ; 

Section 212 (d) of the Revenue Act of 192(5 provides 
that: ! 

150 Under regulations prescribed by the Commisjsioner 
with the approval of the Secretary, a person who 
regularly sells or otherwise disposes of personal property 
on the installment plan may return as income therefrom in 
any taxable year that proportion of the installment pay¬ 
ments actually received in that year which the total profit 
realized or to be realized when the payment is completed, 
bears to the total contract price. In the case (1) of a Casual 
sale or other casual disposition of personal property for a 
price exceeding $1,000, or (2) of a sale or other disposition 
of real property, if in either case the intial payments clo not 
exceed one-fourth of the purchase price, the income may, 
under regulations prescribed by the Commissioner with 
the approval of the Secretary, be returned on the basis and 
in the manner above prescribed in this subdivision. As! used 
in this subdivision the term “initial payments” meaps the 
pavments received in cash or property other than evidences 
of indebtedness of the purchaser during the taxable yieriod 
in which the sale or other disposition is made. 
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The same Act, in section 1-08, gives retroactive effect to 
section 212 (d) and makes it applicable to all the years here 
involved. 

As the initial payment for the timber tract did not exceed 
one-fourth the purchase price the transaction was one which, 
under the statute, might be treated as an installment sale. 
Petitioner had the option of returning the profits from the 
sale as an entirety, accruing in 1018 with the execution of 
the contract, or upon the installment basis. Neither plan 
was used. The simple expedient was adopted of not re¬ 
porting the sale at all, of making no return of the profits 
derived. Hence, petitioner says, it lias exercised no choice 
in the matter and it is not within respondent’s province to 
make such choice for a taxpayer. Petitioner further 
151 contends that whatever profit resulted from the tim¬ 
ber sale accrued in 1918 and is taxable onlv in that 

year. 

We cannot agree with those contentions. The petitioner 
has acquiesced, without protest, in respondent's basis of 
taxing the profits in question with respect to the years 1918 
to 1921. Tlie statute of limitations now precludes any re¬ 
vision of the tax return of 1918 so as to include therein all 
the accrued profits from the sale. Without complaint or 
protest, respondent’s installment plan of taxing those 
profits for the years 1918 to 1921 have been accepted by the 
petitioner. It lias accepted the benefits flowing from such 
basis of taxation, and cannot now repudiate that basis and 
escape the burden of present taxation under tlie same 
method, respecting profits from the same transaction, re¬ 
taining the benefits enjoyed for earlier years, (’f. Walker 
v. Alamo Foods Com pany. lb Fed. (2d) 694. Petitioner's 
acquiescence in respondent’s determination for the years 
191S to 1921, if it did not create an estoppel strictly, at 
least amounted to an election i<> adopt the method used, or 
a ratification of it. In our opinion the attitude taken has 
foreclosed the petitioner from claiming, at this late day, the 
right to choose a different method of taxation, especially 
one which is now ineffective and which would render the in¬ 
come immune from its just tax. White Oak Coal Company 
v. United States. 15 Fed. (2d) 474: McLean v. Clapp. 141 
TJ. S. 429. The respondent's determination respecting tax¬ 
able income from the sale of the Panola Block tract will be 
sustained. 
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152 The next point in controversy is whether the ad¬ 
vance payment of $50,000 to petitioner in 1|922 con¬ 
stitutes taxable income for that Year. 

* 

The amount in question was one-half the total td be paid 
“as advance royalties and additional compensation” for 
executing an oil and gas lease. The first half of {lie total 
amount was paid to petitioner in 1921, and was included in 
taxable income for that year by the respondent in Ills deter¬ 
mination of deficiency. Petitioner paid the amounlt of the 
deficiency without protest and no claim for refund was filed, 
lie contends, however, that the amount paid in 1922 as ad¬ 
vance royalty did not constitute income because of jhe con¬ 
tingent provision of its repayment and that it will con¬ 
stitute income only if, as, and when the oil ajnd gas 
lease royalties exceed $100,000 per year. That contention 
misinterprets the plain facts of the agreement <|>f May 
14, 1921. There is nothing therein requiring petitioner to 
repay the amounts received as advance royalties! Such 
amounts became the property of the petitioner immediately 
upon their receipt. There was no condition precedent to 
their vesting in the petitioner. The agreement does pro¬ 
vide that if in anv Year the oil and gas rovalties exceed 
$100,000 then the amount of such excess, up to $25,0(|0 shall 
be retained by the lessee as a credit upon the advances paid. 
That is a subsequent condition which may never |>e ful¬ 
filled and no credits against the advance royalties may ever 
be earned. If not, those advances remain with petitioner, 
undiminished. And even if such credits should be earned 
and applied, petitioner’s royalty income will not [be di¬ 
minished; part of it, to the extent of $25,000 per year for 
four years will have been paid in advance. 

153 Petitioner further contends that, as it kept its 
books upon the accrual basis, if the $50,000 received 

in 1922 is income at all it must be considered as having ac¬ 
crued in 1921 upon execution of the contract providing for 
its payment. We cannot accept that contention in view of the 
circumstances disclosed by the record. It was petitioner’s 
duty to report the income received by virtue of the oil and 
gas contract in its return for 1921, but this was not done. 
The respondent has correctly determined that the amounts 
received constituted income and gave petitioner the bene¬ 
fit of taxing one-half in each of two years instead of accru¬ 
ing all as taxable income in 1921. Petitioner accepted that 
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determination with respect to 1921 and paid the deficiency 
asserted upon that basis. There is no difference in prin¬ 
ciple between the transaction concerning the oil and gas 
lease and that concerning the Panola Block timber tract. 
In each the petitioner has elected to accept the benefits 
flowing from respondent's determination of a method of 
taxation. Having so elected, petitioner cannot now re¬ 
nounce that method and insist upon another under which 
taxes cannot be collected because the statute of limitations 
has run. “Men must turn square corners when they deal 
with the Government.” R. Ark.. & La. R. R. Co., v. 
United States. 254 U. 8. 141. 

Several other questions herein raised are disposed of 
upon the facts. It appears that the following adjustments 
should be made in computing the deficiencies here involved: 
deductions allowable for depletion of the V. S. & P. Block 
timber tract amount to $50,703.83 for 1922; $49,924.73 for 
1923, and $42,200.94 for 1924. For depletion of gas pro¬ 
ducing properties deductions of $8,509.70 for 1922, and 
$29,881.20 for 1923 should be allowed. For deple- 
154 tion of oil producing property in Arkansas $8,002.41 
is allowable as a deduction for 1922. For deprecia¬ 
tion of the Lenwil Saw Mill deductions amounting to $19,- 
429.92 for 1922, $19,441.05 for 1923, and $19,238.42 for each 
of the years 1924 and 1925, should be allowed. Deprecia¬ 
tion of the Little Bear Saw Mill is allowable in the amount 
of $21,858.08 for 1925. Petitioner’s income for 1923 

should be increased bv $11,227.17 received as oil rovaltv. 

• * ' » * 

Decision will be entered under Bale 50. 


155 XJ. S. Board of Tax Appeals Filed July 27, 1932. 
Hearing set on Notice of Settlement Aug. 3d 

United States Board of Tax Appeals 

| Docket Nos. 30064 and 42923 

Louis "Werner Saw Mill Company, Petitioner. 

v. 

Commissioner of Internal Revenue, Respondent. 

Petition for Rehearing 

Comes now Petitioner in the above entitled cause and 
files this, its Petition for Rehearing, and for grounds 
thereof states: 
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After the trial of this case in the City of St. Louis, Mo., 
and after the filing of briefs for both sides, Respondent filed 
a motion to re-open the case, which motion was thereafter 
granted by the Board. I 

In order to avoid the expense and delay incident to an¬ 
other trial, counsel for the respective parties hereto agreed 
to enter into a stipulation concerning certain exhibits, 
which were attached to and made a part of the stipulation. 

That said stipulation was entered into in the City of 
Washington, D. C., where counsel for Respondent had be¬ 
fore him all of the government files; that counsel for Re¬ 
spondent stated to cousel for Petitioner that there had 
been no claim for refund filed for the year 1921, ami upon 
this representation it was stipulated that no such claim for 
refund was filed. j 

After a lengthy search of all of the files in the depart¬ 
ment it was finallv discovered on Julv lltli, 1932,1 that a 
claim for refund had been filed but had never beeij acted 
upon by the Respondent. 

156 WHEREFORE, Petitioner prays that tliej Find¬ 
ing of Facts and the Opinion of the Court hereto¬ 
fore promulgated herein on the 24th day of May, 1932] be set 
aside in order that said Stipulation of Facts may be 
amended and re-filed to show the trut situation in reference 
to the filing of said claim for refund. 

~ i 

CHASE MORSEY j 

Attorney for Petitioner j 

157 United States Board of Tax Appeals Filed Aug 13 

1932 1 

United States Board of Tax Appeals j 

Docket Nos. 30064 and 42923. 


Louis Werner Saw Mill Company, Petitioner j 

v. | 

Commissioner of Internal Revenue, Respondent . 

i 

Amended Petition for Re-Hearing j 

Comes now Petitioner in the above entitled caus<> and 
files this, its Amended Petition for Re-hearing, and in addi¬ 
tion to the grounds heretofore set forth in its original peti¬ 
tion for re-hearing, states: I 
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First: The Board found that Petitioner’s income tax re¬ 
turns for the vears 1918, 1919, 1920 and 1921 were timelv 
filed: that respondent asserted deficiencies for each year, 
but failed to find when these deficiencies were asserted. The 
Board further found that the Petitioner paid each defi- 

ciencv as and when asserted and filed no claim for refund 
% 

except for the year 1920. It is the contention of Petitioner 

that these deficiencies were asserted at a time when the 

taxable vears in controversv were closed bv limitations and 
• * • 

hence the assertion and payment of the deficiencies could 
no affect Petitioner’s contention. 

Second : The Board erroneously found that the Commis¬ 
sioner had set up the sale of the Panola tract of timber on 
an installment basis. There is no evidence in the record to 
support this finding. 

Third: The Board erroneouslv found that the Petitioner 
had the option of returning: the profits from the sale 
158 as an entirety or upon the installment basis. Peti¬ 
tioner had no such option because under the law as it 
existed at tjiat time there was no such thing as an install¬ 
ment sale. 

Fourth: The Board erroneouslv found that the Peti- 

tioner had acquiesced in respondent's method of taxing the 

profits from the sale of the Panola tract of timber until the 

statute of limitations barred anv revision of the tax return 

* 

of 1918 so as to include therein all the profits accrued from 
the scale. This finding is erroneous because at the time the 
Commissioner asserted a deficiency for the year 1918 said 
year was closed by limitations and Petitioner's acquies¬ 
cence in respondent's method of taxation could not affect 


the issues in this case. 

Fifth The Board erroneouslv found that Petitioner 
i ‘cannot now repudiate the basis and escape the burden of 
present taxation under the same method,'’ because at the 
time the deficiencies were asserted the taxable vear was 
closed bv limitation. 


Sixth: The Board erroneously found that the petitioner 
had benefited by respondent's method of taxing the profits 
from the sale of the Panola tract of timber. There is abso¬ 
lutely no evidence in the record to support this finding. 
Petitioner could not have benefited by respondent’s method 
of taxation, because at the time the taxes were assessed 
the taxable vears were closed bv limitations. 

ft ft 
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i 

Seventh : The Board erroneously found that respondent 
determined that the income of $100,000.00 received jby vir¬ 
tue of the oil and gas contract was income to the petitioner 
and that the respondent gave the petitioner the benefit of 
taxing one-half in each of the vears 1921 and 1922 instead 
of including all as taxable income in 1921. There is 
159 no evidence in the record to support the finding that 
this method of taxation was beneficial to the peti¬ 
tioner. On the contrary, if the respondent had asserted 
that the entire income of $100,000.00 accrued in 1921 peti¬ 
tioner would have benefited to the extent of $700.00 ini taxes. 
The placing of $50,000.00 income in each of the years 1921 
and 1922 caused petitioner to pay an additional tax of 
$700.00. Instead of respondent’s method of taxation;being 
beneficial to petitioner it was actually detrimental, and 
being detrimental it could not possibly work an estoppel 
against petitioner. j 

Eighth: In connection with the matters set forth in 
ground Xo. Seven we desire to call the Board’s attention to 
the fact that counsel for the government knew that! peti¬ 
tioner did not benefit by respondent’s method of taxing the 
the income from the gas and oil lease, hence counsel did 
not argue in his brief that petitioner had accepted any ben¬ 
efits by reason of respondent’s method of taxation. The 
Board has, therefore, decided an important matter upon a 
question that was neither briefed nor argued by counsel for 
either side, and this is probably the reason for the erron¬ 
eous ruling of the Board. ! 

WHEREFORE, petitioner prays that the finding of {facts 
and the opinion of the Board heretofore promulgated herein 
on the 24th day of May, 1932, be set aside and that peti¬ 
tioner be granted a re-hearing for the reasons hereiiji as¬ 
signed. ! 


CHASE MORSEY 
Attorney for Petitioner. 
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160 United States Board of Tax Appeals 

Docket Xos. 30064 & 42923. 

Louis Werner Saw Mill Company, Petitioner 


Commissioner of Internal Revenue, Respondent. 

Order Amending Findings of Fart and Opinion and Deny¬ 
ing Motion to Reopen. 

This proceeding came on for hearing at Washington, 
D. C. on April 17, 1933, upon petitioner’s motion to amend 
1 lie findings of fact herein and for a rehearing, Chase Mor- 
sey, Esq., appearing for tlie petitioner, and John H. Pigg, 
Esq., appearing for the respondent. 

After hearing the arguments of counsel for the respec¬ 
tive parties and consideration of the petitioner’s brief filed 
herein, it is now 

ORDERED that the findings of fact in this proceeding, 
beginning at line 34, page 143 of the printed report hereof 
(26 B. T. A.) through line 41, be amended to read as fol¬ 
lows : 

Petitioner paid each of the deficiencies asserted and filed 
no claim for refund or other claim or protest respecting 
such deficiencies except for the years 1920 and 1921. For 
the former vear refund was claimed and allowed 
161 based, in part, upon reduction of $1,113.37 in the 
amount of profit from the Panola Block transaction. 
In its claim for such refund the petitioner alleged that the 
pro fit it derived in 1920 from the sale of the Panola Block 
amounted to $14,520.93. That amount was accepted by re¬ 
spondent as correct. It does not appear that the claim for 
refund for the year 1921 has been acted upon by the re¬ 
spondent. 

It is further 

ORDERED that the sentence in the opinion beginning at 
line 15 of page 144 of said printed report be amended to 
read as follows: 

That amount was determined upon ‘a deferred payment 
basis’. 

It is further 
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ORDERED that the said motion and amended motion 
for rehearing be, and the same hereby is, denied in all other 
respects, and the proceeding will be placed on the motion 
calendar for rehearing on settlement of the deficiencies. 


(Seal) 

Washington, D. 0. 
June 20, 1933. 


(s) JOHN J. MARQUETTE, 
Member . I 


162 Louis Werner Saw Mill Company, Petitioner , 

v. ! 

! 

Commissioner of Internal Revenue, Respondent. 

Docket Nos. 30064, 42923. i 

i 

Memorandum \ 

The petition for rehearing and the amendment thereto 
set forth nine grounds on which petitioner thinks the case 
should be given a rehearing. j 

1. The first ground is that our findings of fact stated that 
with respect to deficiencies asserted for the years 19118 to 
1921, inclusive, the petitioner had made no protest and had 
filed no claim for refund except for the year 1920. ^fter 
the decision was promulgated there was found in the files 
of the Internal Revenue Bureau a claim for refund by pe¬ 
titioner for the vear 1921. In that claim for refund three 

* 

grounds were set forth,—first, that the amount of $50,000 
received in 1921 as advance payment and royalties with 

• * * m j 

respect to an oil and gas lease, did not accrue as income to 
the petitioner until some time after December 31, 1|922; 
second, that the proportionate amount of profit received in 
1921 on the timber sale of the Panola block or tract wasjless 
than the Commissioner had determined, and third, thatj the 
Commissioner did not allow the correct amount for depre¬ 
ciation of petitioner’s property in the year 1921; that in 
determining such depreciation petitioner followed the rec¬ 
ommendation of certain valuation engineers. The peti¬ 
tioner alleges that the Commissioner did not follow 

163 that basis for determining depreciation for 1921 but 
did follow it in determining depreciation for 1924. 

The claim for refund for the vear 1921 was seasonably filed. 
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The petitioner was assessed for that year on June 19, 1926, 
and the deficiency was paid on July 21, 1926. Claim for 
refund was filed July 19, 1930. 

With respect to the first point made by petitioner it has 
been disposed of in our opinion, namely, the payments that 
were made in 1921 and 1922 with respect to the oil and gas 
lease became the absolute property of the petitioner. They 
were not subject to any condition precedent, but vested at 
once when paid. There was a condition subsequent in the 
lease by which, if certain events should ever take place, pe¬ 
titioner would be required to make certain refunds to the 
lessee. Up to the of the hearing of this case such events 
had not yet transpired and it is possible that they never will 
transpire. 

As to the second point raised by the petitioner, the con¬ 
tention is correct. The parties at the hearing stipulated 
that the proportionate amount of profit for each year under 
the timber tract sold was as petitioner has contended. How¬ 
ever, that does not affect this particular proceeding, for we 
do not have the vear 1921 before us. 

As to the third point, that again is not before us for it 
affects depreciation allowance for the year 1921. 

The only way in which the year 1921 is included in the 
present proceeding is this: we held that the petitioner’s ac¬ 
quiescence in the determination of taxes for the years 1918 
to 1921, inclusive, foreclosed the petitioner from now 
164 claiming the right to choose a different method of 
taxation with respect to the profits from the sale of 

the Panola tract of timber from the method followed bv the 

* 

(commissioner. 

2. The second ground is that the deficiencies asserted bv 

» • 

the (Commissioner for the years 191S to 1921, inclusive, were 
asserted after the period of limitations had run. We have 
no evidence before us of the times when the various deficien¬ 
cies were asserted, but in its brief the petitioner asserts 
them as follows: 

The deficiencv for 1918 was assessed March 28, 1925; 


The deficiency for 1919 was assessed February 19, 1926; 
The deficiency for 1920 was assessed June 19, 1926; 

The deficiencv for 1921 was assessed June 19, 1926. 
Assuming that those dates are correct, then the deficien¬ 
cies were assessed for each of those years after the period 
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of limitation had run in each instance. The record contains 
nothing concerning waivers in any of those years. The pe¬ 
titioner claims that because the statute of limitations had 
run before the assessments were made, therefore the asser¬ 
tion of deficiencies and the payment of them after the limi¬ 
tation period can not affect the petitioner’s present con¬ 
tentions. This point apparently only affects our liplding 
that the petitioner had acquiesced in the deficiencies and 
in the method of their determination, and hence was not 
precluded from claiming the choice of another method of 
computing its tax. 

The statute of limitation is one of repose. It might of 
course have been invoked by the petitioner. Generally, 
indulgence will not be granted to a party who fails Ito in¬ 
voke the statute in due time and in proper form; 
165 if he does not do so he is deemed to have waived the 
statute and his privilege thereunder. In the present 
instance the petitioner has acquiesced in the assertion of 
the deficiencies after the period of limitation has ruii, and 
has paid the deficiencies without any protest that the as¬ 
sessment was barred bv the statute. It would seeni that 

* 

petitioner had no seasonably raised the bar as a weapon 
of defense and that it is too late now to invoke the aid of 
that statute. 

3. The third ground is that there is no evidence in the 
record that the Commissioner had computed incomb de¬ 
rived from the sale of the Panola tract of timber oft the 
installment basis. This may be technically correct anc[ per¬ 
haps the proper phraseology would be to call the amounts 
paid yearly “deferred payments”. The term “installment 
basis” was not intended to be used in the technical sense 

I 

of the statute, but rather to indicate payments in install¬ 
ments. However, that would make no practical difference 
in the situation. The fact is, the petitioner entirely orriitted 
the said yearly receipts from its income tax return. The 
respondent has included for each year the pro rata profits 
derived from the deferred payments received in such year. 
Apparently, the amount was profit whether we call the 
yearly payments “installments” or “deferred payments”. 
A somewhat similar situation was before the Board ih the 
case of B. A. Garber , et al., 11 B. T. A. 979. The decision 
of the Board was appealed in both the Ninth and Tenth 
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Circuits, and was reversed bv both Circuit Courts. Thov 
held that income from the sale of stock, particularly on 
deferred payments, was assessable for tax purposes over 
the years in which the price was payable. That is 

166 exactly what has been done in the present instance 
and the two Circuit Court decisions would seem to 

be controlling. Those decisions are found in 48 Fed. (2d) 
526 and 50 Fed. (2d) 588. 

4. The fourth ground is that the petitionefTiad no option 
in respect of the yearly receipts from the sale of the Panola 
tract, of reporting the profits as an entirety or upon the 
installment basis, because the Revenue Acts of 1917 and 
1918 did not provide specifically for reporting installment 
sales. The petitioner was on the accrual basis but had made 
no return whatsoever of the receipts from the Panola sale. 
The contract for that sale was executed in 1917 and the 
petitioner’s present contention is that the entire profit from 
the sale of that timber, derived throughout a considerable 
period of years, should all be accrued as of 1917. For the 
first four vears after that contract was made, the Commis- 
sioner has asserted deficiencies, and the petitioner has paid 
the amounts of those deficiencies without questioning their 
validitv because the statute of limitations had run against 
them, without raising the question of accrual of the entire 
amount of profit in the year in which the contract was en¬ 
tered into, and has protested by way of claim for refund 
for onlv two of the vears, 1920 and 1921. Those claims for 
refund only raised the question whether the Commissioner 
had computed the taxable profits for each year higher than 
they should have been computed. The parties have agreed 
by stipulation that the amount of taxable profits were some¬ 
what less than asserted in the deficiencies. We held that 
the petitioner having accepted the Commissioner’s method 
of taxation, it was now too late to say that the entire 

167 profit should be included in the tax return for 1918 

when anv revision of the tax for that vear is barred 
» • 

bv the statute. As was stated bv the Tenth Circuit in 
• * 

B. A. Garber , supra , 44 * * * curiously enough the respon¬ 
dent discovered his error after the time within which the 


tax might have been assessed for 1918”. In that case the 
taxpayer was the respondent referred to. 
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5 and 6. The fifth and sixth grounds of alleged error in 
our findings are based on the fact that the statute of limi- 
tations had run before the deficiency for 1918 was assessed. 
Therefore, petitioner says, its acquiescence in respondent’s 
method of taxation should not affect the issues in this case. 
The facts are as set out in the fourth ground above. I There 
appears no reason why petitioner’s voluntary acceptance 
of the method of computing its lax after same had been 
barred by the statute, and without raising any objection on 
account of such limitation, should nullify our holding and 
determination as we have stated it in the opinion. 

7. The seventh ground is that the petitioner derived no 
benefit from the Commissioner’s method of taxing the 
profits from the sale of the Panola tract of timber because 
at the time the tax was assessed the taxable years were 
closed by limitation. The answer to this is that tho peti¬ 
tioner accepted the method of computation and paid the 
tax without protest because of the fact that it had been 
assessed after the period of limitation had run. Efaving 
waived the defensive bar of the statute, it is too late to 
urge it now. j 

8. The eighth ground is that the petitioner was not 
168 benefited bv dividing the deferred pavments of 
$100,000 with respect to the oil and gas leash into 
two years. Petitioner now contends that if the $1()0,000 
had been considered as accrued in 1921 it would have been 
better for the petitioner. At the hearing there was np evi¬ 
dence offered of anv claim for refund for the vear 1921i The 
petitioner had paid the assessment for that year without 
any protest so far as we were then advised. It now appears 
that the claim for refund was in fact filed in 1921 but the 
only point raised in that claim with respect to the interest 

payments is that tliev did not accrue in 1921 and would 
* * * 

not accrue until after December 31, 1922. Under the terms 
of the oil lease and upon the petitioner’s theory of it,; it is 
possible that those payments may never accrue as income 
to the petitioner for they were dependent upon a condition 
subsequent, as pointed out with respect to ground No. 1, 
at the beginning of this memorandum. j 

9. The ninth ground is that the Commissioner did nqt, in 
argument, say that the petitioner had received any benefits 
from dividing the oil lease payments into two years and, 
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lienee, that the matter was neither briefed nor argued. In 
the opinion we stated the following: 

Petitioner further contends that, as it kept its books upon 
the accrual basis, if the $50,000 received in 1922 is income 
at all it must be considered as having accrued in 1921 upon 
execution of the contract providing for its payment. We 
cannot accept that contention in view of the circumstances 
disclosed by the record. It was petitioner’s duty to 

169 report the income received by virtue of the oil and 
gas contract in its return for 1921, but this was not 

done. The respondent has correctly determined that the 
amounts received constituted income and gave petitioner 
the benefit of taxing one-half in each of two vears instead 
of accruing all as taxable income in 1921. Petitioner ac¬ 
cepted that determination with respect to 1921 and paid the 
deficiency asserted upon that basis. There is no difference 
in principle,between the transaction concerning the oil and 
gas lease and that concerning the Panola Block timber tract. 
In each the petitioner has elected to accept the benefits flow¬ 
ing from respondent's determination of a method of taxa¬ 
tion. Having so elected, petitioner cannot now renounce 
that method and insist upon another under which taxes can¬ 
not be collected because the statute of limitations has run. 
“Men must turn square corners when they deal with the 
Government.'’ R. /. Ark. <6 La. R. R. Co. v. United States, 
254 l r . S. 141. 

There is no determination here that the petitioner actuallv 

• * 

received a substantial benefit upon the Commissioner’s 
method of taxing the oil and gas lease payments. The term 

“benefit'’ is used in a general sense for whatever it mav be 

* *■ • 

worth. Whether the benefits derived from the Commis- 

sioner’s method of taxing the receipts were large, small or 

whollv lacking, the fact remains that the Commissioner’s 
• » 

method of taxation was accepted and tax paid upon that 
basis. The protest that is now being made, namely, that the 
entire amount of profits accrued in 1921, was apparently 
not made to the Commissioner at or before the assessment 
of the taxes and “curiously enough the discovery with re¬ 
spect to the petitioner’s ‘benefits' is now made at a time 
when it would be impossible to tax it under the plan pro¬ 
posed by the petitioner.” 

It is a general rule of law that upon motions for a 

170 new trial, the missing evidence for which a net trial 


j 
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is asked, and the facts which it is proposed to j offer 
on the new trial to overcome the effect of evidence bv which 

* I 

the moveant was surprised, must be of such character and 
importance as will probably result in a different conclusion. 
So far as the petitioner’s motions and brief indicate, the 
evidence to be offered upon a rehearing* of this proceeding 
would not be of such character and importance as y*ould 
lead to a different result. 

The parties having* agreed a claim for refund was, in fact, 
filed for the year 1921, an order will be entered amending 
the findings of fact at line 34, page 143 of the printed re¬ 
port to include such fact, and amending the opiniojn by 
striking therefrom the words “installment plan” at line 15, 
page 144 of said report and substituting therefor the \yords 
“deferred payment basis”. In other respects tin* prder 
will denv the motion for rehearing. | 

(Signed) JOHN J. MARQUETTE 

(Seal) 

171 Endorsed: Received Feb 27 1934 U. S. Boajrd of 
Tax Appeals 

Endorsed: United States Board of Tax Appeals Filed 
Feb 27 1934 j 

United States Board of Tax Appeals i 

Dockets No. 30,064 and 42,923 I 

Louis Werner Saw Mill Company Petitioner, 

v. i 

Commissioner of Internal Revenue. Respondent; 

Amended Petition for Reopening and Rehearing j 

i 

Comes now the petitioner, Louis Werner Saw Mill Com¬ 
pany, and files this, its petition for reopening* and rehearing 
in the above entitled cause and for grounds thereof states: 

1. That while endeavoring to fix the amount of taxj due 
under the decision of the Board in this case, in compliance 
with Rule 50 of the United States Board of Tax Appeals, it 
was discovered by petitioner, and representatives of re¬ 
spondent, that petitioner had sustained a loss in the year 
1925 in the sum of $62,414.88, which issue had not been 
raised at the time the case was heard before the Board. 


I 
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2. That said loss consisted of two items, one in the sum 
of $22,414.88, and the other in the sum of $40,000.00, and 
arose bv reason of the following facts: 

That during the year 1925 petitioner and the Monroe and 
Texas Railroad Company were affiliated corporations; that 
the entire capital stock of the Monroe and Texas Railroad 
Company amounting to $40,000.00, was owned by peti- 
tioner on December 5, 1925; that petitioner had advanced 
from time to time to said Monroe and Texas Railroad Com¬ 
pany large sums of money and on December 5,1925, the date 
of dissolution of said railroad company, as hereinafter 
stated, the balance due petitioner was $22,414.88. 

Your petitioner further states that on said fifth day 
172 of December, 1925, said Monroe and Texas Railroad 
Company was dissolved and by reason of said dissolu¬ 
tion, petitioner lost the sum of $40,000.00, representing the 
entire amount of its capital stock, and in addition thereto 
lost the sum of $22,414.88, which represented the balance 
due on the advances theretofore made by your petitioner to 
said railroad company. 

Your petitioner further states that the loss of $22,414.88 
was actually ascertained to be worthless during the vear 
1925 but was not taken as a deduction during that year for 
the reason that the Commissioner of Internal Revenue and 
the Board of Tax Appeals had ruled at that time that losses 
by reason of advances made to affiliated corporations were 
not deductible. 

3. That the reason this loss was not set up in the petition 
filed bv the Board was due to the fact that said loss was not 
discussed in the sixtv-dav deficiency notice, and information 
respecting it was not in the possession of the attorneys for 
petitioner, and said loss was not discovered until some time 
during the month of October, 1933, when the books of the 
petitioner were being examined by representatives of the 
repondent, under the direction of the respondent, for the 
purpose of ascertaining under Rule 50 of the United States 
Board of Tax Appeals, the correct amount of tax due under 
the decision of the Board in this case. 

WHEREFORE, petitioner prays that this case may be 
reopened and that the said loss of $62,414.88, which was 
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sustained by the petitioner in the year 1925, be allowed as a 
deduction in that vear. 

CHASE MORSEY | 

CHESTER A BENNETT j 
Attorneys for Petitioner , j 
619 Tower Building, I 
Washington, I). C. 

Dated.,1934. j 

i 

173 United States Board of Tax Appeals i 

Docket Nos. 30064, 42923. j 

i 

Louis Werner Saw Mill Company Petitioner , j 

v. 

Commissioner of Internal Revenue, Respondent. | 

Order ] 

The petitioner has filed its motion herein, and an amended 
motion, to reopen these proceedings and for a rehearing for 
the purpose of presenting additional questions relating to 
deductions which were not set forth in the petitions, itj ap¬ 
pearing that the new questions to be presented arise 
through recent court decisions contrary to prior court deci¬ 
sions and Board decisions. 

The premises considered, it is 

ORDERED that the motion to reopen these proceedings 
be, and the same hereby is, granted; and it is further 

ORDERED that the petitioner be allowed until April 20, 
1934, within which to file amended petitions,! or 

174 amendments to its petitions, setting up the new! is¬ 
sues; and that the respondent be allowed until May 

1, 1934, to answer said amended petitions or amendments. 
It is further ' j 

ORDERED that these proceedings be, and the s&ine 
hereby are, placed on the day calendar of May 23, 1934, j for 
hearing on such new issues. 


(Seal) 


(Signed) JOHN J. MARQUETTE 
Member. 


Dated, Washington, D. C. 
March 27, 1934. 
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Endorsed: United States Board of Tax Appeals 

Filed Mav 29 1934 
* 

United States Board of Tax Appeals 
Docket Xos. 30064 and 42923. 

Louis Wernfj: Saw Mill Company Pet if loiter. 


Commissioner of Internal Revenue. Respondent. 

Stipulation 

It is hereby stipulated and agreed, by and between the 
parties hereto, that in accordance with Rule 50 of the Rules 
of Practice of the United States Board of Tax Appeals, 
there are deficiencies in taxes due from the petitioner for 
the years 1922, 1923 and 1924, in the respective amounts of 
$5,750.59, $1,793.58 and $5,981.56, and further, that the fol¬ 
lowing is a correct statement of the tax liability of the peti¬ 
tioner herein for the year 1925: 


Correct tax liability 
Tax assessed and paid 
Overpayment 


$2,599.39 
$3,162.11 
$ 562.72 


The Board mav enter orders of redetermination accord- 
inglv. 

This stipulation is entered into without prejudice to the 
right of either party to contest the correctness of the deci¬ 
sion in accordance with the statute in such cases made and 
provided. 

CHESTER A BENNETT, 
CHASE MORSEY 
Attorney for Petitioner. 

(Signed) ROBERT H. JACKSON 
General Counsel, 

i Bureau of Internal Revenue, 

Attorney for Respondent. 
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176- United States Board of Tax Appeals j 

Docket No. 30064. 

Louis Werner Saw Mill Company Petitioner] 


Commissioner of Internal Revenue, Respondent. 
Decision Pursuant to Stipulation j 

i 

Pursuant to stipulation of counsel for the respective par¬ 
ties herein, it is now 

ORDERED and DECIDED, upon redetermination, that 
for the vears 1922 and 1923, there are deficiencies In the 
respective amounts of $5,750.59 and $1,793.58. 

(Signed) JOHN J. MARQUETTE 
(Seal) Member. 

ENTER: 

Endorsed: Entered May 31 1934 j 

I 

177 United States Board of Tax Appeals 

Docket No. 42923. ! 

i 

i 

i 

Louis Werner Saw Mill Company Petitioner , j 


Commissioner of Internal Revenue, Respondent j. 

Decision Pursuant to Stipulation 

Pursuant to stipulation of counsel for the respective par¬ 
ties herein, it is now j 

ORDERED and DECIDED, upon redetermination,ithat 
for the year 1924 there is a deficiency in the amount of $5,- 
981.56, and for the vear 1925 there is an overpayment iiii the 
amount of $562.72. ! 


(Seal) 


(Signed) JOHN J. MARQUETTE 
Member. 


ENTER: 

Endorsed: Entered Mav 31 1934 
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Filed May 31 1934 

United States Board of Tax Appeals 
Docket Xos. 30064 and 42923. 

Louis Werner Saw Mill Company Petitioner , 


v. 


Commissioner of Internal Revenue, 


Respondent. 


Application for Review by Board. 

Comes now Louis Werner Saw Mill Company, petitioner 
in the above entitled cause and requests the Board to re¬ 
view the above entitled proceeding. In support of its mo¬ 
tion, petitioner desires to call the Board’s attention to the 
following facts: 

First: This case was originally heard on the field cal¬ 
endar at the City of St. Louis, Missouri, in May, 1931, by 
Hon. John J. Marquette: thereafter, on application of 
respondent, the case was reopened and a new trial was 
granted: thereafter Judge Marquette rendered an opin¬ 
ion under date of May 24, 1932. 

Second: Thereafter petitioner filed a petition for re¬ 
hearing which was denied: thereafter petitioner filed a 
petition fori reopening, which was granted and the case was 
set for hearing on the calendar at Washington, for 
177b Wednesday, Mav 23, 1934. At this hearing counsel 
for respondent conceded that petitioner was entitled 
to deduct certain losses and the decision of Judge Mar- 
quette will now become final unless reviewed by the Board. 

Third: Petitioner further states that the facts giving 
rise to the controversy involved are as follows: 

In May, 1921, petitioner, as lessor, executed an oil and 
gas lease, by the terms of which the lessee agreed to pay a 
bonus of $100,000.00, payable as follows: 

$25,000.00 on Mav 15, 1921; 

25,000.00 on Xov. 15, 1921; 

25,000.00 on May 15, 1922; 

25,000.00 on Xov. 15, 1922. 

The amounts called for by the terms of the lease were paid 
when due. Respondent determined that $50,000.00 of the 
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bonus was taxable in the year 1921 and $50,000.00 thereof 
was taxable in the year 1922. Petitioner contended that 
the bonus was not income at all in either 1921 or 1922, and 
that if it was income it all belonged in 1921, because i\ kept 
its books on the accrual basis. At the trial respondent con¬ 
tended that his determination was correct and that! $50,- 
000.00 of the bonus was taxable in each year. No plea of 
estoppel was contained in the answer. 

In his opinion Judge Marquette held that the iiicome 
should have been taxed in the year 1921 because it accrued 
in that year. He further held, however, that becausp the 
Commissioner taxed $50,000.00 of the income in thejyear 
1921 and taxpayer paid the tax that it was estqpped 
177c to deny that the second $50,000.00 payment op the 
bonus was income in 1922. In his opinion Judge 
Marquette said: 

‘‘Petitioner has elected to accept the benefits flawing 
from respondent’s determination of a method of taxation. 
Having so elected, petitioner cannot now renounce j that 
method and insist upon another upon which taxes cqnnot 
be collected because the statute of limitations has run.!” 

Fourth : Your petitioner further states that the opinion 
in the above entitled cause is in conflict with the opinion 
rendered bv the Board in the case of Tidewater Oil Co. v. 
Commissioner, Decision No. 8487, promulgated Febrjuary 
27, 1934, for the following reasons: 

1. Respondent did not plead an estoppel in its answer. 

2. At the trial of the case respondent did not contend 
that he had been misled by any statements or representa¬ 
tions made by petitioner. 

3. The loss, if any, to be suffered by respondent was! due 
to his own error. 

In the Tidewater Oil Company case the Board, discuss¬ 
ing the question of estoppel, said: 

“Such a matter of defense as this must not onli* be 

'! 

pleaded but must be proved by the one asserting it.” 

Further in the opinion the Board said: 

“Anv loss of tax results from the Commissioner’s error. 
He cannot by his own error of law estop another.” 

In view of the foregoing we respectfully submit 
177d that the Board is without jurisdiction to create in¬ 
come by estoppel and in order that the decisions of 
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the Board may be harmonized, it is respectfully requested 
that the Board review the above proceeding. 


178 


(s) CHASE MORSEY. 
Attorneys for Petitioner. 


United States Board of Tax Appeals 
Docket Xos. 30064, 42923. 

Louis Werner Saw Mill Company, Petitioner , 


Commissioner of Internal Revenue, Respondent. 

Order Denying Motion for Board Review. 

On May 24, 1932, division report was promulgated in 
these proceedings and on May 31, 1934, petitioner filed mo¬ 
tion for review bv the full Board. 

Section 906(b) of the Revenue Act of 1924, as amended 

bv section 601 of tin* Revenue Act of 1928, reads: 

• 

The report of the division shall become the report of 

the Board within 30 days after such report by the division, 

unless within such period the chariman has directed that 

such report shall be reviewed by the Board. Any prelim- 

inarv action bv a division which does not form the basis 
• • 

for the entry of the final decision shall not be subject to 
review by the Board except in accordance with such rules 
as the Board may prescribe. The report of a division shall 
not be a part of the record in any case in which the chair¬ 
man directs that such report shall be reviewed by the 
Board. 

The report of the division having been promulgated 
more than 30 days prior to the filing of petitioner’s motion 
for review by the full Board, the Chairman is without 
authority to direct that the division report be reviewed by 
the full Board. Only division reports which constitute the 
division’s final disposition of the proceeding are referred 
to the full Board for review under the rules of the Board 
and the applicable statutes. Such a report was the opinion 
promulgated May 24, 1932. Orders on motions by division 
members are not under the rules of the Board referred to 
the full Board for review. 
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An examination of the record in these proceedings; shows 
that the only division report which could form th^ basis 
for Board review was the one promulgated May 24, 1932. 

Accordingly petitioner’s motion for review bv the full 
Board is DENIED. ' j 


(Seal) 


(Signed) EUGENE BLACK 
Chairman. 


Dated: Washington, D. C., 
June 4, 1934. 
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Filed Aug 25 1934 


United States Board of Tax Appeals 
Docket Nos. 30064 and 42923 
Louis Werner Saw Mill Co., Petitioner , 


v. 


Commissioner of Internal Revenue, Respondent. 


Stipulation of Venue. 


It is hereby stipulated and agreed by and between attor¬ 
neys for the petitioner and respondent herein that the; find¬ 
ings of fact and decisions of the U. S. Board of Ta^ Ap¬ 
peals entered in the above captioned proceedings may be 
reviewed by the United States Circuit Court of Appeals 
for the District of Columbia, pursuant to the provisions of 
Section 1002 of the Revenue Act of 1926 as amended by 
Section 1002 (b) of the Revenue Act of 1934. 


CHASE MORSEY 
CHESTER A BENNETT 
Attorneys for Petitioner. 


F 


RANK J. WIDEMAN j 
Attorneys for Respondent J 
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180 Endorsed: U. S. Board of Tax Appeals Filed 
Aug. 25, 1034. 

COPY 

United States Board of Tax Appeals 
Docket Xos. 30064 and 42923 
Louis Werner Saw Mill Company. Petitioner 


Commissioner of Internal Revenue, Respondent. 

Petition for Renew in the United States Circuit Court of 
Appeals for the District of Columbia and Assignment 
of Errors 

Comes now Louis Werner Saw Mill Company and respect¬ 
fully represents: 


That it is a corporation duly organized and existing un¬ 
der and bv virtue of the laws of the State of Missouri, and 
was such at all times herein mentioned; that its principal 
office and place of business is located in the City of St. 
Louis, State of Missouri: that it filed its Federal income 
tax returns for the years in controversy, and paid all taxes 
shown due bv said returns to tlie Collector of Internal Rev- 
enue for the First District of Missouri, whose office is lo¬ 
cated in the City of St. Louis, Missouri: that the parties 
to this appeal have stipulated that the U. S. Court of Ap¬ 
peals for the District of Columbia may review the decision 
of the Board of Tax Appeals rendered in this case. 


That the nature of the controversy is as follows: 

The taxable years involved are those of 1922, 1923, 1924 
and 1925. The questions involved are two: 

1. Is the sale of timber on the first day of June, 1918, 
for the sum of $1,215,000.00 an installment sale? If so, can 
the Commissioner in March, 1925, assess this tax on the 
basis of an installment sale? This question runs through 
all of the taxable vears in controversv. 
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2. Is the sum of $50,000.00 paid by a lessee to Petitioner, 
as advance royalty during the year 1922, income during 
that vear: 

The facts out of which the controversy arose are as fol- 
lows: 

On the first day of June, 1918 the Petitioner sold aj large 
tract of standing timber for $1,215,000.00. $175,000.00 was 
paid in cash and the balance evidenced by promissory 
notes, each in the sum of $55,000.00, maturing respectively 
in six, twelve, eighteen, etc., months after date. 

The Petitioner did not report any income from tliijs sale 
because it contended that the sale price was less than the 
March first, 1913 value of the timber. Rspondent, however, 
contended that the March 1, 1913 value of the timbcjr was 
only $1,054,609.68. For the purpose of expediting tin? trial 
of the case Respondent’s valuation was accepted as the 
March 1st, 1913 value. Respondent contends that tile Pe¬ 
titioner made a profit on the sale of its timber and that 
this profit should be reported as income at the rate 
182 of $14,520.93 in each of the taxable years in contro¬ 
versy. 

Petitioner contends that if there was a profit on th0 sale 
of the timber that it was income during the year 191 8J The 
contract was signed and the sale completed on June 1st, 
1918, and under the law as it then existed Petitioner had 
no right to report this sale on an installment basis! and 
the Commissioner had no right to set it up as such. 

No additional tax was assessed for the vear 1918 until 

* i 

March 28, 1925. This assessment was made on the jbasis 
of an installment sale and at a time when the statute of 
limitations had run. In March, 1925, the Commissioner 
was without warrant or authority of law to assess this tax 
on anv basis. 

* # i 

The facts relating to the second subject in controversy 
are as follows: I 

On the 14th day of May, 1921, Petitioner entered iiiito a 
contract whereby it leased certain of its lands on a royalty 
basis. The lease recited an agreement on the part of the 
lessee to pay to the lessor the sum of $100,000.00 as advance 
royalties. The payments were to be made as follows :j 

$25,000.00 at the signing of the contract; j 

25,000.00 on November 15, 1921; 
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25,000.00 on May 15, 1922; 

25,000.00 on November 15, 1922. 

The lease contained this further provision: 

“It is further agreed and understood that if, in anv vear 
after tlie year 1922, the royalties or other amounts accruing 
to the lessor under the terms of said operating agreement 
shall be in excess of the sum of One Hundred Thou- 
182 sand Dollars, then the lessee shall be entitled to re¬ 
tain, out of said excess, as a credit on said One Hun¬ 
dred Thousand Dollars paid and to be paid as advance 
rovaltv as aforesaid, an amount not to exceed Twenty Five 
Thousand Dollars per annum, until the said One Hundred 
Thousand Dollars, without interest, has been repaid to the 
lessee.” 

Petitioner contended that because of the terms and pro¬ 
visions of the lease the $100,000.00 would not become in¬ 
come until such time as the royalties accruing to the lessor 
should be in excess of the sum of $100,000.00. Petitioner 
never reported the item as income. 

The Commissioner, however, contended that the item 
constituted income in the Years 1921 and 1922 when it was 
received and the tax was assessed on this basis. 

Petitioner kept its books and reported its income on the 
accrual basis, and hence the itme of $50,000.00 paid to Pe- 
tioner in 1922 could not, under any possible theory, ac¬ 
crue as income in that vear. If it is income at all it accrued 

during the vear 1921. At the time the tax was assessed for 

» • | 

the year 1921, the Commissioner had before him all the 
facts relating to the transaction including the contract pro¬ 
viding for the payment of the royalties. 

ITT. 

The hearing before the Board of Tax Appeals was held 
in May, 1921. The interlocutory decision and opinion of 
tiie Board was promulgated May 24, 1922: the final decision 
of the Board was entered on July-, 1922. 

Assignments of Error 

Petitioner,, being aggrieved by said opinion and decision 
of the Board of 'Fax Appeals, desires to obtain a review of 
the same, and as grounds for such review it assigns the 
following errors: 
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The Board erred: 

184 1. In sustaining the Commissioner’s determination 

respecting taxable income from the sale of thp tract 
of timber. 

2. In holding that Petitioner had elected to adopt the 
Commissioner’s method of taxation or ratified it. j 

3. The Board failed to find that on the date on which the 


tax was assessed, to-wit: March 28th, 1925, the statlute of 
limitations had run against the assessment of a tax 6n any 
basis. I 

4. The Board erroneously found that Petitioner, jin its 
claim for refund for the year 1920, alleged that itjs pro¬ 
portionate profit from the sale of the timber, when computed 
upon the proper basis, amounted to $14,520.93. i 

5. The Board erroneously found that Petitioner hid ac¬ 

quiesced without protest in Respondent’s basis of faxing 
the profits in question with respect to the years 1018 to 
1921. * | 

6. The Board erroneously found that Petitioner lnid ac¬ 
cepted the benefits flowing from the basis of taxation 
adopted by the Commissioner and that it could not now 
repudiate that basis and escape the burden of present taxa¬ 
tion under the same method by retaining the benefits en¬ 
joyed for the earlier years. There was not one line o^‘ evi¬ 
dence in the record to show that anv benefits flowed from 
the basis of taxation adopted by the Commissioner, j 

7. The Board erred in holding that the payment of 

$50,000.00, as advance royalties, to Petitioner in 1922i con¬ 
stituted taxable income for that year. 1 

8. The Board erred in holding that the Conjimis- 
185 sioner had correctly determined that the amounts re¬ 
ceived as advance rovalties during the years 1921 and 


1922 constituted income and that the Commissioner gave the 
Petitioner the benefit of taxing one-half in each of two years 
instead of including all as taxable income in the vear 1921. 
There was not a line of evidence in the record tending to 
show that such method of taxation would have benefited 
Petitioner. j 

9. The Board erred in holding that Petitioner elected to 
accept the benefits flowing from Respondent’s deternjina- 
tion of a method of taxation and that it could not renounce 
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that method after having accepted the benefits flowing 
therefrom. 

10. That the Board failed to find that at the time the 
Commissioner assessed the tax for the year 1921 on the $50- 
000.00 advance rovalties that the Commissioner was without 
warrant or authoritv of law to make such assessment be- 
cause the tax was barred bv statute of limitations. 

11. The Board erred in failing to find and give effect to 
numerous facts appearing in the evidence, which are ma¬ 
terial and essential to the determination of the legal ques¬ 
tions involved herein. 

12. The Board erred in rendering an opinion and enter¬ 
ing a final order which are contrarv to the law and the evi- 
deuce in the case. 

13. The Board erred in admitting incompetent, irrelevant 
and immaterial evidence over the objection of Petitioner, 
in that it admitted in evidence Exhibits A to K inclusive, 
which were attached to the Stipulation of Facts. Said ex¬ 
hibits were incompetent, irrelevant and immaterial and did 

not tend to shed any light on the issues involved. 
186 In the proceedings before the Board, and the Peti¬ 
tioner could not be held to have elected, or to be 
estopped from electing, by any of the matters or things re¬ 
ferred to in said exhibits. 

14. The Board failed to make additional findings of fact 
as requested by Petitioner and failed to sustain Petitioner’s 
exceptions to the Board’s finding of facts. 

Wherefore vour Petitioner pravs that said decision and 
order of the Board of Tax Appeals be reviewed by the 
United States Circuit Court of Appeals for the District of 
Columbia; that a transcript of the record be prepared in ac¬ 
cordance with the law and the rules of said Court and be 
transmitted to the Clerk of the said Court for filing; and 
that appropriate action be taken to the end that the errors 
herein complained of may be reviewed and corrected by 
said Court. 

LOUIS WERNER SAW MILL COMPANY, 
Petitioner , 

By A. B. PIERCE, Treas. 


Attorney . 
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State of Missouri, I 

City of St. Louis , ss 

A B PIERCE being* duly sworn, upon his oath! says 
that he is Treasurer of the Louis Werner Saw Mill Com¬ 
pany and that he is duly authorized to verify the abovfe and 
foregoing petition; that lie has read said petition for re¬ 
view; that he is familiar with the facts therein contained and 
that the same are true to the best of his knowledge, informa¬ 
tion and belief. | 

A B pierce; 

Subscribed and sworn to before me this 28th day of Julv, 
1934. I 

My commission expires February 26, 1937. 

J A DEWES | 

(Seal) Notary Pubtic. 

187 Endorsed: United States Board of Tax Ap¬ 

peals Filed Mar 17 1935 

In the United States Court of Appeals for the j 
District of Columbia j 

B. T. A. Xos. 30064, 42923. I 

7 i 

i 

Louis Werner Saw Mill Company, Petitioner , 


Commissioner of Internal Revenue, Respondent^ 

Statement of Evidence 
• 

In addition to the stipulations of facts included in the prae¬ 
cipe, and made a part of this record, the following is a state¬ 
ment of evidence in narrative form in the above-entitled 
case. This cause came on for hearing before the Hohor- 
able John J. Marquette, Member of the United States Bojard 
of Tax Appeals, on the 4th day of May 1931. Chase Morsey, 
Esq., appeared for the petitioner and John H. Pigg, E|sq., 
and C. M. Charest, the then General Counsel, Bureau! of 
Internal Revenue, appeared for the respondent. j 

F. R. Pierce being first duly sworn, on direct examination 
testified on behalf of petitioner as follows: 

My name is F. R. Pierce. I am president of the Louis 
Werner Saw Mill Company, and have been for twenty years. 
On June 1, 1918, we sold certain standing timber, known as 
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the Waterman tract, for $1,215,000. We received $175,000 
in cash and the balance was to be paid at the rate of $110,000 
per year. We reported no profit from the sale because we 
thought that the price received was less than the March 1, 
1913 value of the timber. 

In May, 1921, we entered into a lease with H. D. Wal- 
bridge & Company. They agreed to pay us as advanced 
rovalties $100,000 as follows: $25,000—May 14, 1921, 
$25,000—November 14, 1921, $25,000—May 14, 1922, 
188 and $25,000—November 14, 1922. We did not report 

this monev as income, neither during the vear 1921 
or 1922, because we did not think that under the terms of the 
lease it would become income until a later date. 

On cross examination the witness testified: When this 
contract (lease agreement) was made, it was not considered 
by either party, reasonably possible, as a business proposi¬ 
tion, that the time or a condition would arise when any part 
of the $100,000 would ever be returned to the lessee; then 
that it was presumed that this $100,000 would be returned; 
that as to whether anything like that is possible, it is pos¬ 
sible that the sun won’t rise tomorrow. 

J. A. Dewess, testified on direct examination as follows: 
I am assistant treasurer of the Louis Werner Saw Mill Com¬ 
pany and have been connected with the company for more 
than thirty years. Our books are kept and our returns are 
filed on the accrual basis. 

The foregoing is all of the material evidence adduced at 
the hearing before the Board of Tax Appeals, and the same 
is approved by the undersigned, as attorney for the peti¬ 
tioner on review. 

CHASE MORSEY 
CHESTER A BENNETTE 
Attorney for Petitioner on Review. 

The foregoing is all of the material evidence adduced at 
the hearing before the Board of Tax Appeals, and the same 
is approved by the undersigned, Robert H. Jackson, Assis¬ 
tant General Counsel for the Bureau of Internal Revenue, 
as attornev for the Commissioner of Internal Revenue. 


(sgd) ROBERT H JACKSON 
Assistant General Counsel for 
the Bureau of Internal Revenue. 
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The foregoing is all of the material evidence ad- 

189 duced at the hearing and in order that the same may 
be preserved and made a part of the record, this 

statement of evidence is duly approved and settled this 
27th day of March, 1935. i 

(sgd) EUGENE BLACK 
Member, United States Board 

of Tax Anneals. 

3/4/35 I 

\ 

190 Endorsed: United States Board of Tax Appeals 
Filed Sep 2—1936 

United States Board of Tax Appeals j 

Docket Nos. 30064 and 42923 
Louis Werner Saw Mill Co., Petitioner , 

i 

V. 

Commissioner of Internal Revenue, Respondent j 

| 

Amended Praecipe 

To the Clerk of the United States Board of Tax Appeals, 

Youw will please prepare and within the time for prep¬ 
aration and filing of the record in this case, as extendejd by 
the Board and the Court, transmit to the Clerk of the Uiliited 
States Court of Appeals of the District of Columbia, certi¬ 
fied copies of the following documents: 

1. Docket entries in the Board 

2. In docket No. 30064 

Amended petition filed May 4, 1931 j 

Amended answer filed January 5, 1932 | 

Amended petition by interlineation filed January 5, 1932 
Answer to amended petition as further amended filed Mar. 
7, 1932 I 

3. In docket No. 42923 

Amended petition filed May 4, 1931 j 

Amended answer filed January 5, 1932 
Amended petition filed April 20, 1934 
Amended answer filed May 1, 1934 j 

4. Stipulation of facts filed May 4, 1931 j 

5. Stipulation of facts filed December 11, 1931, together 

with the following exhibits attached thereto and made a jbart 
thereof ; 


i 
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(a) Exhibit A—Return for 1918 

(b) Exhibit B, letter of December 6,1924 

(c) Exhibit D—Return for 1919 

(d) Exhibit E, letter of March 3, 1935 

(e) Exhibit F, letter of September 29, 1925 

(f) Exhibit G, letter of December 4, 1925 

(g) Exhibit I, Return for 1920 

(h) Exhibit J, Letter of March 9, 1926 

(i) Exhibit L. Claim for Refund 1920 
191 (j) Ehibit (), 1921 Return 

(k) The following from Exhibit P, Revenue 
Agent’s Report dated June 17, 1935— 

Schedules 8, 8a, 9; exhibit y Schedule 12; Schedule 1, la, 
lb; Schedules 2, 3, 4, 5 and 7; 

6. Findings of fact and opinion of Board, May 24, 1932 

7. Petition for rehearing filed July 27, 1932 

8. Amended petition for rehearing filed August 13, 1932 

9. Memorandum opinion of Board filed June 20, 1933 

10. Order amending finding of facts, opinion, and denying 
motion to reopen, June 20, 1933 

11. Ajnended petition for reopening and rehearing, Feb¬ 
ruary 27, 1934 

12. Order of Board filed March 27, 1934 

13. Stipulation filed May 29, 1934 

14. Decisions of Board filed May 31, 1934 

15. Petition for review bv Board filed together with no- 
tice and order denying motion for Board review entered 
June 4, 1934 

16. Statement of evidence 

17. Stipulation of venue, August 25, 1934; and 

18. This amended praecipe 

CHASE MORSEY 
CHESTER A BENNETT 
Attorneys for Petitioner , 

, Tower Building, Washington , 

I). C. 

Service of a copy of this amended praecipe, is hereby ad¬ 
mitted this the 1st day of September, 1936, and is consented 
to. 

HERMAN OLIPHANT 
i Attorney for Respondent. 
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192 United States Board of Tax Appeals 

Washington j 

Docket No. 30064-42923 

Louis Werner Saw Mill Company, Petitioner, 

v. | 

Commissioner of Internal Revenue, Respondents 

Certificate \ 

I, B. D. Gamble, clerk of the U. S. Board of Tax Appeals, 
do hereby certify that the foregoing pages, 1 to 191, inclu¬ 
sive, contain and are a true copy of the transcript of rec¬ 
ord, papers, and proceedings on file and of record in my 
office as called for by the Praecipe in the appeal (dr ap¬ 
peals) as above numbered and entitled. 

In testimony whereof, 1 hereunto set my hand and affix 
the seal of the United States Board of Tax Appeajs, at 
Washington, in the District of Columbia, this 4th day of 
March, 1937. 

BD GAMBLE | 
Clerk,, 

(Seal) United States Board of Tax Appeals. 

193 United States Board of Tax Appeals 

Docket Nos. 30064, 42923 

Louis Werner Saw Mill Company, Petitioner, 

v. 

i 

Commissioner of Internal Revenue, Respondent .j 

Order Enlarging Time 

On motion of counsel for the petitioner, it is 
Ordered: That the time for preparation of the evidence 
and transmission and delivery of the record sur petition 
for review of the above entitled proceeding in the United 
States Court of Appeals for the District of Columbia, be 
and it is hereby extended to December 20, 1934. 

(Signed) EUGENE BLACK 
(Seal) Member. 

Dated: Washington, D. C., 

October 17, 1934. j 

Now, Mar. 4, 1937, the foregoing order enlarging time 
certified from the record as a true copy. 

B D GAMBLE | 

Clerk, U . S. Board of Tax Appeals . 


emc 
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194 United States Board of Tax Appeals 

Docket Xos. 30064-42923 


Louis Werner Saw Mill Company, Petitioner , 

v. 


Commissioner of Internal Revenue, Respondent. 

Order Enlarging Time 

On motion of counsel for petitionr, it is 
Ordered that the time for preparation of the evidence 
and for transmission and delivery of the record sur peti¬ 
tion for review of the above entitled proceeding in the 
United States Court of Appeals of the District of Colum¬ 
bia be and it is hereby extended to January 20, 1935. 


, (Signed) EUGENE BLACK 

(Seal) Member. 

Dated: Washington, D. C. 

December 19, 1934. 
s 


Now, Feb. 4, 1937, the foregoing order enlarging time 
certified from the record as a true copy. 

B D GAMBLE 

Clerk. U. S. Board of Tax Appeals. 
195 United States Board of Tax Appeals 

Docket Nos. 30064 and 42923 

Louis Werner Saw Mill Company, Petitioner , 

vs. 

Commissioner of Internal Revenue, Respondent. 

Order Enlarging Time 

On motion of counsel for the petitioner, it is 
Ordered: That the time for preparation of the evidence 
and transmission and delivery of the record sur petition 
for review of the above entitled proceeding in the United 
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States Court of Appeals for the District of Columbia, be 
and it is hereby extended to Feb. 20, 1935. 

(Signed) EUGENE BLACK 

(Seal) Meniber. 

\ 

Dated: Washington, D. C., 

Jan. 19, 1935. 

id i 

j 

Now, Feb. 4, 1937, the foregoing order enlarging time 
certified from the record as a true copy. j 

B D GAMBLE j 

Clerk , U. S. Board of Tax Appeals. 

i 

196 United States Board of Tax Appeals 

i 

Docket Nos. 30064 and 42923 


Louis Werner Saw Mill Company, Petitioner , 


Commissioner of Internal Revenue, Respondent j 


Order Enlarging Time 


Upon motion of counsel for the petitioner, it is 
Ordered that the time for preparation of the evidence 
and for transmission and delivery of the record sur peti¬ 
tion for review of the above entitled proceeding in the 
United States Court of Appeals for the District of Colum¬ 
bia be and it is hereby extended to April 1, 1935. 


(Seal) 


(Signed) EUGENE BLACKl 

Member. 


Dated: Washington, D. C. 

Feb. 19, 1935. j 

s i 

Now, Feb. 4, 1937, the foregoing order enlarging jtime 
certified from the record as a true copy. 

B D GAMBLE | 

Clerk, U . S. Board of Tax Appeals. 
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197 United States Board of Tax Appeals 

Docket Nos. 30064, 42923 

Louis Werner Saw Mill Company, Petitioner , 

v. 

Commissioner of Internal Revenue, Respondent. 

Order Enlarging Time 


On motion of counsel for the petitioner, it is 
Ordered;: That the time for preparation of the evidence 
and transmission and delivery of the record sur petition 
for review of the above entitled proceeding by the United 
States Court of Appeals of the District of Columbia, be and 
it is herebv extended to June 3, 1935. 

(Signed) EUGENE BLACK 

(Seal) Member. 

Dated: Washington, D. C. 

March 28, 1935. 

.1 

Now, Feb. 4, 1937, the foregoing order enlarging time 
certified from the record as a true copy. 

I B D GAMBLE 

Clerk , U. S, Board of Tax Appeals. 
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United States Board of Tax Appeals 
Docket Nos. 30064-42923 


Louis Werner Saw Mill Company, Petitioner , 

v. 

Commissioner of Internal Revenue, Respondent. 

Order Enlarging Time 

For cause appearing of record, it is 
Ordered that the time for transmission and delivery of 
the record .>•///• petition for review of the above entitled 
proceeding in the United States Court of Appeals for the 
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I 

i 

District of Columbia be and it is hereby extended tp Feb¬ 
ruary 28, 1936. 

(Signed) EUGENE BLACfc 
(Seal) Member. 

Dated: June 3, 1936. 

Washington, D. C. 

s i 

Now, Feb. 4, 1937, the foregoing order enlarging time 
certified from the record as a true copy. 

B D GAMBLEj 

Clerk, U. S. Board of Tax Appeals. 

i 

199 Endorsed: U. S. Board of Tax Appeals Filed June 
30, 1936 | 

United States Court of Appeals for the District of 

Columbia 

Original No. 2624. April Term, 1936. 

B. T. A. Nos. 30,064 and 42,923. 

i 

Louis Werner Saw Mill Company, Petitioner, I 

I 

vs. | 

i 

Commissioner of Internal Revenue, 

| 

On consideration of the petition for extension of time to 
file the record in the above-entitled cause, It is ordered by 
the Court that the time be and it is hereby extended to and 
including September 1, 1936. 

Per Mr. Chief Justice MARTIN,! 

June 2, 1936 

A true Copy, 

Test: (s) MONCURE BURKE, j 

Clerk, of the United States Court of Appeals, 
for the District of Columbia j 

(Seal) : 

Now, Feb. 4, 1937, the foregoing order enlarging time 
certified from the record as a true copy. j 

B D GAMBLE j 

Clerk , U. S. Board of Tax Appeals. 


i 
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200 United States Board of Tax Appeals 

Docket Xos. 30064 and 42923 
Louis Werner Saw Mill Co.,, Petitioner , 

vs. 

Commissioner of Internal Revenue, Respondent. 

i Order Enlarging Time 

On motion of counsel for the petitioner, it is 
Ordered: That the time for preparation of the evidence 
and transmission and delivery of the record sur petition 
for review of the above entitled proceeding by the United 
States Court of Appeals for the District of Columbia, be 
and it is hereby extended to October 15, 1936. 

(Signed) C. ROGERS ARUXDELL, 
(Seal) Member. 

Dated: Wash. D. C., 

Aug. 29, 1936. 

.1 

Xow, Feb. 4, 1937, the foregoing order enlarging time 
certified from the record as a true copy. 

B D GAMBLE 

Clerk , U. S. Board of T ax Appeals. 

201 United States Board of Tax Appeals 

Docket Xos. 30064 and 42923 

Louis Werner Saw Mill Company, Petitioner , 

vs. 

Commissioner of Internal Revenue, Respondent. 

Order Enlarging Time 

On motion of counsel for the petitioner, it is 
Ordered: That the time for transmission and delivery 
of the record sur petition for review of the above entitled 
proceeding by the United States Court of Appeals for the 
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j 

District of Columbia, be and it is hereby extended to De¬ 
cember 15, 1936. | 

(Signed) EUGENE BLACK 
(Seal) Member. 

j 

Dated: Wash. D. C., j 

Oct. 12, 1936. 

.i 

j 

Now, Feb. 4, 1937, the foregoing order enlarging time 
certified from the record as a true copy. 

P> D GAMBLE } 

Clerk, U. S. Board of Tax Appeals. 
202 United States Board of Tax Appeals 1 

Docket Nos. 30064 and 42923 j 

Louis Werner Saw Mill Company, Petitioner, j 

v. 

| 

Commissioner of Internal Revenue, Respondent. | 

! 

Order Enlarging Time 

Upon motion of counsel for petitioner, it is 
Ordered that the time for transmission and delivery of 
the record sur petition for review of the above entitled 
proceeding in the United States Court of Appeals for! the 
District of Columbia be and it is hereby extended to Janu¬ 
ary 30, 1937. 

(Signed) EUGENE BLACK 

(Seal) Member. 

| 

Dated: Washington, D. C. I 

December 14, 1936. 
s 

Now, Feb. 4, 1937, the foregoing order enlarging time 
certified from the record as a true copy. 

B D GAMBLE 

Clerk, U. S. Board of Tax Appeals. 
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203 United States Board of Tax Appeals 

Docket Nos. 30064 and 42923 
Louis Werner Saw Mill Company, Petitioner , 

vs. 

Commissioner of Internal Revenue, Respondent . 

Order Enlarging Time 

On motion of counsel for the petitioner, it is 

Ordered: That the time for transmission and delivery 
of the record sur petition for review of the above entitled 
proceeding in the United States Court of Appeals for the 
District of Columbia, be and it is hereby extended to March 
5, 1937. 

(Signed) EUGENE BLACK 
(Seal) Member . 

Dated: Washington, D. C., 

Jan. 29," 1937. 

jd 

Now, Feb. 4. 1937, the foregoing order enlarging time 
certified from the record as a true copy. 

B D GAMBLE 

Clerk, U. S. Board of Tax Appeals. 

Endorsed on cover: No. 6920. Louis Werner Saw Mill 
Company, Petitioner, vs. Guy T. Helvering, Commissioner 
of Internal Revenue. United States Court of Appeals for 
the District of Columbia Filed Mar 5-1937 Moncure 
Burke, Clerk 
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IN THE 


UNITED STATES COURT OF APPEALS 


FOR THE DISTRICT OF COLUMBIA. 


LOUIS WERNER SAW MILL COMPANY, 

Petitioner, 
vs. 

GUY T. HELVERING, Commissioner of 
Internal Revenue, 

Respondent. J 



ON PETITION TO REVIEW DECISION OF BOARD 

OF TAX APPEALS. I 


i 

j 

PETITIONER’S STATEMENT AND BRIEF.! 


STATEMENT. 

This is a petition to review a decision of the United 
States Board of Tax Appeals, determining deficiencies 
in tax for the years 1922 to 1925, inclusive, in the |fol- 

i 

lowing amounts: ] 




• • • 


o 


1922 .... 

1923 .... 

1924 .... 


1925 


.$>)j i *)0.o9 

. 1,793.58 

..... o,981.o6 

. 5(12.72 (overpayment) 


There are two questions involved in the case. 

The first question runs through all four years and 
arises out of the following facts: 

On the first day of June, 1918, the taxpayer sold 
its Panola tract of timber for the price of $1,215,- 
000.00; $175,000.00 was paid in cash and the balance 
evidenced by promissory notes, each in the sum of 
$55,000.00, maturing respectively in six, twelve, eight¬ 
een, etc., months after June, 1919. 

The taxpayer did not report any profit on the sale 
because it contended that the March 1, 1913, value was 
greater than the selling price. 

The Commissioner determined that the March 1, 
1913, value of the timber was $1,054,609.00 and that 
the taxpayer realized a profit on the sale of $160,- 
391.00. 

Although the Commissioner was advised of the sale, 
we find no action on the matter until December 26, 
1924 (R. p. 65). On that date the Commissioner 
mailed the taxpayer a thirty-day letter in which he 
asserted a deficiency for the year 1918, and, in ex¬ 
planation, made this statement: 

‘‘From evidence submitted in connection with 
the sale of timber in 1918, the profit, as shown by 
the following computation, is deemed taxable in 
1918: 





Amount received from sale of 
Panola timber .$175,OOO.QO 

Depletion value. 150,126.^9 

Profit on sale.$ 24,873.J1 ” 

The petitioner was never given a sixtv-dav letter, 
as required by the Revenue Act of 1924, but the addi¬ 
tional tax was assessed on March 28, 1925, and paid 
by the taxpayer on April 20, 1925. 

j 

At the time this tax was assessed and paid the stat¬ 
ute of limitations barred the assessment or collection 

of anv additional tax for the vear 1918. 

% » 

Thereafter additional assessments were made jfor 
the years 1919, 1920 and 1921, and the taxes were paid 
in the vear 1926. j 

j 

In March, 1925, when the Commissioner made the 
assessment for the year 1918, there was no such thing 
known to the law as an installment sale. It would 
appear from the letter to the Commissioner asserting 
the deficiencv that what the Commissioner sought! to 
do was to set up a tax on an installment basis. 

The only power or authority which the Commis¬ 
sioner possessed was to assess the tax on the full 
amount of the profit, to wit, $160,391.00. 

After the case was tried before the Board the Re¬ 
spondent amended his answer and set up the fact that 
although the Commissioner had no power or authority 
to assess the tax on an installment basis, still, because 
of the fact that petitioner paid the tax, it was now 
estopped to deny the right of the Commissioner to 
make the assessment on the installment basis. 

The Board held that petitioner was so estopped. 
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The second question relates solely to the taxable 
year 1922 and arises by reason of the following facts: 

In the year 1921 the taxpayer entered into an oil 
and gas lease which provided for the payment of a 
bonus of $100,000.0(1—$50,000.1)0 payable in 1921 and 
$50,000.00 in 1922. The evidence shows that the tax¬ 
payer kept its books on the accrual basis, and if the 
$100,000.00 was income at all it was income for the 
vear 1921, or some vear other than 1922. 

The petitioner did not report any part of the bonus 
as income because the lease contained a recapture 
clause and the taxpayer contended that the amount 
received would become income at a later date. 

The Board held that although the income properly 
belonged in the year 1921, that the taxpayer was 
estopped to deny that the $50,000.00 was income in 
1922 because of the fact that it paid the additional 
tax for the year 1921. There is no pleading of estoppel 
on this issue and hence the Board had no right to find 
estoppel,, even though the facts justified it in so doing. 
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ASSIGNMENTS OF ERROR. 

! 

I 

I. 

I 

The Board erroneously held that petitioner bad 
elected to adopt the Commissioner’s method of taxa¬ 
tion or had ratified it, and that the petitioner was 
estopped. 

II. 

The Board erroneously held that petitioner had ac¬ 
cepted the benefits flowing from the basis of taxation 
adopted by the Commissioner and that it could |not 
now repudiate that basis and escape the burden of 
taxation by retaining the benefits enjoyed for earlier 
years. There is not one particle of evidence in the 
record to show that anv profit flowed from the basis 
of taxation adopted by the Commissioner. 

III. I 

i 

The Board erred in holding that the payment j of 

$50,000.00, as advanced royalties to petitioner in 1^22, 

constituted taxable income for that vear. 

* 

i 

IV. | 

The Board erred in holding that petitioner was es¬ 
topped to deny that the $50,000.00 received in the year 
1922 constituted income for that year, because there 
was no pleading of estoppel on this issue. 

v. ! 

j 

The Board erred in admitting incompetent, ir¬ 
relevant and immaterial evidence over the objection 
of petitioner, in that it admitted in evidence Exhibits 
A to K, inclusive, which were attached to the stipu¬ 
lation of facts. 
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POINTS AND AUTHORITIES. 

I. 

Under the law, as it existed in March, 1925, when 
the additional tax was assessed and collected, the 
Commissioner had no power or authority to assess or 
collect a tax on an installment basis. 

B. B. Todd v. Commissioner, 1 B. T. A. 762; 

H[. B. Graves Co. v. Commissioner, 1 B. T. A. 
859; 

The Hoover Bond Co. v. Commissioner, 1 B. T. 
A. 929. 


II. 

The Commissioner could not invoke the doctrine of 
estoppel to impose a tax liability on a basis which 
the statute forbids. 


Awotin v. Atlas Exchange Bank, 295 U. S. 209. 


III. 

The taxpayer did or said nothing to mislead the 
Commissioner. Hence there was nothing on which to 
base the doctrine of estoppel. 

Helvering v. Savage, 297 U. S. 106; 

Helvering v. Brooklyn City K. Co., 72 Fed. 
(2d) 274; 

Crossett Lumber Co. v. United States, 87 Fed. 
(2d) 930. 


IV. 

At the time the additional tax for the year 1918 was 
assessed and collected the tax was barred by limita- 





tion. Therefore, the doctrine of estoppel could not 
apply because the Commissioner was not entitled to 
collect anv tax under anv theory. 

j 

V 

V * ! 

The item of $50,000.00 was income, if income at I all, 

in a vear other than the vear 1922. It could not be 
• * 

income in the year 1922. 

VI. | 

i 

The Board had no right to create income for |the 
year 1922 by estoppel. The Commissioner did hot 
plead estoppel in the year 1922 on the question of it he 
item of $50,000.00. The Board, therefore, had j no 
right to consider the question of estoppel. 

Helvering v. Savage, 297 U. S. 106. 


j 

i 

\ 


i 

i 


i 


i 
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ARGUMENT. 

The first question has to deal with the right of the 
Commissioner to set up the sale of the Panola tract of 
timber on an installment basis. The sale occurred on 
June 1, 1918. In March, 19*25, the Commissioner deter¬ 
mined that the taxpayer had made a profit on the sale 
of its timber in the sum of $160,391.00. The taxpayer 
contended that it had made no profit, because the 
March 1, 1913, value was greater than the sale price. 

In March, 1925, when the Commissioner assessed the 
additional tax on the installment basis, the taxable 
year 1918 was closed bv limitation. Hence the Com- 
missioner had no right to assess a tax for that year on 
anv basis. 

The taxpayer kept its books on the accrual basis, 

and if there was anv tax due it was due for the tax- 

* 

able year 1918. There is no dispute between the par¬ 
ties on this question. 

In March, 1925, when the Commissioner assessed the 
additional tax for the year 1918, there was no such 
thing known to the law as an installment sale. 

B. B. Todd, Inc., v. Commissioner, 1 B. T. A. 

762; 

H. B. Graves Co. v. Commissioner, 1 B. T. A. 

859; 

The Hoover Bond Co. v. Commissioner, 1 B. T. 

A. 929. 

In the case of B. B. Todd, Inc., v. Commissioner, the 
taxable years involved were those of 1918, 1919 and 
1920. The taxpayer sought to file returns on an in¬ 
stallment basis. The Commissioner objected. The 


Board, in denying the taxpayer the right to file Ire- 
turns on an installment basis, said: 

i 

“The taxpayer comes to the Board appealing 
from a rejection of its proposed returns upon the 
installment basis, insisting that the Board should 
require the Commissioner to compute its de¬ 
ficiency in tax, if any, on that basis. We find j no 
warrant in law so to do.” 


The B. B. Todd case was decided by the Board prior 
to the time of the assessment of the tax in this c<^se, 
and it is apparent from the above quotation that the 
assessment of the tax on the basis of an installment 
sale was illegal, and that the Commissioner knew at 
the time that he made the assessment that it ^jas 
illegal. | 

The Board recognized this fact in its opinion and 
held that the Commissioner had no right to assess the 
tax on an installment basis, but the Board was far¬ 


ther of the opinion that after the Commissioner had 
made the illegal assessment, and the tax was paid for 
the year 1918, the taxpayer, by paying the tax, 
estopped itself to deny the illegality of the assess¬ 
ment. This is indeed an odd theory of estoppel and is 
not supported by any authorities which we have been 
able to find. 

The Board seemed to think that the taxpayer bene¬ 
fited by the Commissioner’s error, and that by reason 
of having profited by the Commissioner’s error, it was 
estopped to deny the authority of the Commissioner to 
assess the tax on a wrong basis. 

This ruling of the Board is in direct conflict with 
the case of Tide Water Oil Company v. Commissioner, 
29 B. T. A. 1208, in which the Board said: 
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“Anv loss of tax results from the Commis- 
* 

si oner V error. He cannot bv his own error of law 
estop another. ” 

A more recent case in point is Awotin v. Atlas Ex¬ 
change Bank, 295 U. S. 209. 

The second question relates solely to the taxable 
year 1922. In the year 1921 the taxpayer entered into 
an oil and gas lease, which provided for the payment 
of a bonus of $100,000.00—$50,000.00 payable in 1921 
and $50,000.00 in 1922. The taxpayer kept its books 
on the accrual basis, and if the $100,000.00 was income 
at all, it was income for the year 1921, or some year 
other than 1922. 

The Board held that although the income properly 
belonged in the year 1921, that the taxpayer was 
estopped to deny that the $50,000.00 was income in 
the year 1922, because of the fact that it paid the 
additional tax for the year 1921. There is no pleading 
of estoppel on this issue, and hence the Board had no 
right to find that the taxpayer was estopped. 

Helvering v. Savage, 297 U. S. 10G. 

The Board seemed to be of the opinion that the tax¬ 
payer benefited by the Commissioner’s action in plac¬ 
ing $50,000.00 of the income in the vear 1921 and 
$50,000.00 in the year 1922. The evidence shows, how¬ 
ever, that the taxpayer actually suffered a detriment 
from the division of the tax in the two vears. If 
the Commissioner had taxed the entire amount of 
$100,000.00 in the year 1921, the taxpayer would have 
paid $700.00 less than it has been required to pay by 
reason of placing $50,000.00 in the year 1921 and 
$50,000.00 in the year 1922. The taxpayer, therefore, 
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did not benefit by the Commissioner’s method of t^xa- 

i 

tion, and there could be no basis for estoppel, ejven 
though it had been properly pleaded. 

In view of the foregoing, we respectfully submit 
that the ruling of the Board on both questions should 
be declared erroneous, and that the case should be 
reversed and remanded. ! 

CHASE MORSEY, j 

CHESTER A. BENNETT, j 

Attorneys for Petitioner. 
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In the United States Court of Appeals 
for the District of Columbia 


No. 6920 

Louis Werner Saw Miix Company, petitioner 

V. I 

Guy T. Helvering, Commissioner of Internal 

Revenue, respondent j 


ON PETITION FOR REVIEW OF DECISION OF THE UNITED 
STATES BOARD OF TAX APPEALS 

i 

■ 1 

I 

BRIEF FOR THE RESPONDENT 


OPINION BELOW 

{ 

The original opinion of the Board of Tax Apf 
peals (R. 143-150) is reported in 26 B. T. A. 1411 
The memorandum opinion of the Board of Tax 
Appeals, denying the taxpayer’s motion for re^ 
hearing (R. 155-161), is not reported. 

JURISDICTION 

I 

This petition for review involves deficiencies in! 
income taxes for the years 1922, 1923, and 1924 in! 
the respective amounts of $5,750.59, $1,793.58, and 
$5,981.56, and an overpayment of $562.72 for the 


(i) 
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year 1925 (R. 165). From the decisions of the 
Board of Tax Appeals entered on May 31, 1934 
(R. 165), the case is brought to this Court by peti¬ 
tion for review filed on August 25, 1934 (R. 170- 
174), pursuant to the provisions of Section 1001- 
1003 of the Revenue Act of 1926, c. 27, 44 Stat. 9, 
as amended bv Section 1101 of the Revenue Act of 
1932, c. 209, 47 Stat. 169. 

QUESTIONS PRESENTED 

1. (a) Where, in 1918, the taxpayer sold a tract 
of timber, receiving approximately 15% cash with 
subsequent semi-annual payments of approxi¬ 
mately 5% each, was the Commissioner warranted 
in treating the transaction on the installment basis 
and in taxing the pro rata profit in the respective 
years the payments were actually received ? 

(b) Was the taxpayer, in any event, estopped 
to assert, at a time when it was too late to assess, 
that the whole transaction should have been taxed 
in 1918? 

2. (a) Where, in 1921, the taxpayer executed an 
oil lease providing for the payment by the lessee of 
an advance royalty of $100,000—$50,000 in 1921 
and $50,000 in 1922—and for the repayment of the 
advances if and when the royalties exceeded a cer¬ 
tain figure, by reason of which the taxpayer claimed 
the advances were not taxable income, was the 
Commissioner warranted in treating the items as 
income in the respective years ? 
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(b) Was the taxpayer, in any event, estopped 
to assert, at a time when it was too late to assess, 
that since it was on the accrual basis, the $50,000 
received in 1922 should have been treated bv the 

V I 

Commissioner as income in 1921 ? j 

STATUTES AND REGULATIONS INVOLVED 

j 

The statutes and regulations involved herein will 
be found in the Appendix, infra , pp. 31-33. 

STATEMENT 

I 

i 

The facts, as found by the Board of Tax Appeals 
(R. 144-146), are set forth below. 

The taxpayer is a corporation engaged in manu¬ 
facturing lumber from tracts of timber owned by 
it, and in producing oil and gas from its properties. 
One of its timber tracts, known as the Panola 
Block, was acquired prior to March 1,1913, and on 
that date its fair market value was $l,054,609.68i 
On June 1, 1918, taxpayer sold the Panola Blocli 
for $1,215,000 to be paid $175,000 in cash, $55,000 
every six months from December 1, 1919, to June 
1, 1928, the remaining $50,000 to be withheld toi 
guarantee fulfillment of the contract. 

Taxpayer kept its books and filed its income tax 
returns upon the accrual basis. It did not report; 
as income for any of the taxable years any part of j 

i 

the payments received from the sale of the Panola 
Block. The Commissioner included as income his j 
computation of the proportionate net profits aris- j 
ing from the payments made in each taxable year, j 


i 

I 
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The taxpayer did not report any profit on the 
sale because it contended that the March 1, 1913, 
value was greater than the selling price and there¬ 
fore no taxable profit was realized on any basis. 
The taxpayer paid the deficiencies asserted by the 
Commissioner without raising any objection to the 

use of the installment basis for the first four years 

* * 

after the contract was made. It filed claims for 
refund for two of the years, 1920 and 1921, but in 
doing so accepted the Commissioner’s method of 
treating the tax and merely complained as to the 
margin of profit under the Commissioner’s compu¬ 
tation (R. 158). 

On May 14, 1921, taxpayer executed a gas and 
oil lease with respect to certain lands in Caddo 
Parish, Louisiana, and Panola County, Texas. 
On the same day the taxpayer, as lessor, and the 
lessee entered into a supplemental agreement, the 
pertinent provisions of which are as follows 
(R. 145): 

here as, * * * the lessee agreed to 

pay unto the lessor as advance royalty, and 
as additional consideration for the execu¬ 
tion of said operating agreement and of this 
collateral agreement and of said grant and 
conveyance, the the sum of One Hundred 
Thousand Dollars, as herein stipulated and 
provided: 

Now, Therefore, in consideration of the 
premises and of all of the promises, cove¬ 
nants, and agreements hereinafter contained 
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i 
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and contained in said operating agreement 
and in said grant and conveyance, the lessee 
has paid unto the lessor, upon the executiop. 
and delivery of collateral agreement and of 
said operating agreement and of said grant 
and conveyance, the sum of Twenty-fivje 
Thousand Dollars cash in hand, the receipt 
of which the lessor acknowledges and grants 
full acquittance therefor; and the lessee 
binds and obligates itself to pay, or cause 
to be paid unto the lessor an additional sum 
of Twenty-Five Thousand Dollars oh 
November 15th, 1921; an additional sum of 
Twenty-Five Thousand Dollars on May 15, 
1922; and an additional sum of Twenty-Five 
Thousand Dollars on November 15th, 1922; 
the said deferred payments shall not beak* 
any interest except after their respective 
maturities, and all of said payments cover¬ 
ing advance royalty as aforesaid. 

It is further agreed and understood that 
if, in any year after the year 1923, the royal¬ 
ties or other amounts accruing to the lessor 
under the terms of said operating agreement 
shall be in excess of the sum of One Hundred 
Thousand Dollars, then the lessee shall be 
entitled to retain, out of said excess, as a 
credit on said One Hundred Thousand Dolf- 
lars paid and to be paid as advance royalty 
as aforesaid; an amount not to exceed 
Twenty-five Thousand Dollars per annum!, 
until the said One Hundred Thousand Dol^ 
lars, without interest, has been repaid to the 
lessee. 
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The amount of $100,000 was paid according to 
the agreement, $50,000 in 1921 and $50,000 in 1922, 
but taxpayer’s books did not reflect those amounts 
as income in either year. At no time has the 
amount of earned royalties exceeded $100,000 in 
any one year, and taxpayer has not repaid any part 
of the advance amount paid by the lessee. Tax¬ 
payer did not report the $50,000 paid to it in 1922 
as income, but the Commissioner has so treated it. 

For the year 1921, the taxpayer paid the de¬ 
ficiency on the basis of the Commissioner’s decision 
to treat the advance royalty as income when actu- 
ally received in the respective years. It filed a 
claim for refund for the year 1921, but the only 
point raised in the claim with respect to these items 
was that they did not accrue in either year since 
they w T ere contingent upon the royalties subse¬ 
quently earned (R. 159). 

The Board of Tax Appeals concluded (R. 150, 
160) that, after having accepted the Commission¬ 
er’s method of computing the tax for the prior 
years, the taxpayer should not be allowed to repudi¬ 
ate such method in arriving at the tax upon the 
same transactions in subsequent tax years. 

SUMMARY OF ARGUMENT 

1. Where in 1918 the taxpayer sold a tract of 
timber, receiving fifteen per cent cash, with sub¬ 
sequent semi-annual payments of approximately 
five per cent each, the Commissioner was war¬ 
ranted in taxing the pro rata profit in the respec- 
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tive years the payments were actually received. 
Under Articles 44 and 45 of Treasury Regulations 
45, promulgated under the 1918 Act, and under cor¬ 
responding articles of Regulations 62 and 65, the 
Commissioner authorized the return of the pro rata 
profit actually received in the respective tax yea^s 
in certain types of installment transactions. In 
1926 Congress expressly recognized and approved 
this method, retroactively covering the years he^e 
involved. 

In any event, the taxpayer is estopped to assert, 
at a time when it is too late to assess, that the en¬ 
tire profit should have been taxed in 1918. No part 
of the profit was reported as income by the tax¬ 
payer in its income tax returns, the claim then bb- 
ing made that no profit resulted from the sale. 
Upon review of the returns, the Commissioner de¬ 
termined that the above profit had been realized 
but allowed the transaction to be treated as an in¬ 
stallment one, and for the years 1918 to 1921, inclu¬ 
sive, asserted deficiencies based in part upon pro¬ 
portionate profits on the payments actually re¬ 
ceived in the respective years. The taxpayer paul 
these deficiencies without protesting at any timfe 
the basis used by the Commissioner. It did file 
claims for refund for two of the years, 1920 and 
1921, but these claims only raised the question 
whether the Commissioner had computed the taxr 
able profits for each year higher than they should 
have been computed. We submit that the taxf 

16621—37-2 
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payer not only acquiesced and actually joined in 
the use of the installment basis, but that by filing 
its claims for refund, predicated on the use of the 
installment basis, it actually adopted such basis. 

2. Where, in 1921, the taxpayer executed an oil 
lease providing for the payment by the lessee of an 
advance royalty of $100,000, $50,000 in 1921, and 
$50,000 in 1922, subject to certain contingencies, 
the Commissioner, in reviewing the taxpayer’s 
claim that the sums were too contingent to consti¬ 
tute present income, was warranted in treating 
the items as income in the respective years. 

We i submit that there was at least ground for 
reasonable doubt as to whether the entire $100,000 
could be treated as accrued income, and that when 
the Commissioner adopted the milder course and 
taxed payments separately, the taxpayer, after fail¬ 
ing to contest this method as for 1921 or 1922, 
should not be allowed to avoid payment of the tax 
due upon the corresponding item in 1922 by claim¬ 
ing, at a time when the prior year was barred, that 
the entire transaction was taxable in 1921. 

Since estoppel was fully considered and acted 
upon by the Board of Tax Appeals, the taxpayer 
cannot now contend that the Board had no right to 
find that the taxpayer was estopped. Generally 
speaking, the Board has a free hand to proceed to 
determine the total tax due as for the particular 
year before it, regardless of the form in which the 
issue is presented. Either party to a hearing be- 


I 


fore the Board of Tax Appeals may, with the con¬ 
sent of the Board, raise a new issue at any time 
before final disposition. 

I 

ARGUMENT 

i 

i ! 

I 

A. Where in 1918 the taxpayer sold a tract of timber, 
receiving fifteen per cent cash, with subsequent semi¬ 
annual payments of approximately five per cent 
each, the Commissioner was warranted in taxing the 
pro rata profit in the respective years the payments; 
were actually received 

The selling price of the timber was $l,215,0Q0 r 
and the cash payment of $175,000 oil June 1, 19l8, 
together with the payment of the installment Of 
$55,000 which fell due on December 1, 1918, was 
less than “one-fourth’’ of the “purchase” or sell¬ 
ing price. The transaction, therefore, falls 
squarely within the provisions of Section 212 (4) 
of the Revenue Act of 1926, which were made retro- 

7 T 

active bv Section 1208 of that Act. 

* i 

Prior to 1926 the revenue acts had specifically 
recognized only two bases for tax returns—cash 
and accrual. Where sales were upon the install¬ 
ment plan, application of either of these bases ofteh 
led to hardship. By regulations the Commissioned 
offered some alleviation. Under Articles 44 and 45 
of Treasury Regulations 45, promulgated under the 

i 

1918 Act, and under corresponding articles of Reg¬ 
ulations 62 and 65, the Commissioner authorize4 
the return of the pro rata profit actually received 
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in the respective tax years in certain types of in¬ 
stallment transactions. In 1926 Congress expressly 
recognized and approved this method, retroactively 
covering the years here involved. 

Congress, however, made the method optional. 
The taxpayer was allowed to elect the method of 
returning the profits from an installment transac¬ 
tion. Under the regulations enforced bv the Com- 
missioner, prior to the 1926 Act, the taxpayer had 
no definite, enforceable right to use the installment 
basis. : The regulations were predicated upon the 
idea that under certain circumstances the install¬ 
ment method more reasonablv reflected the true 
income of the taxpayer, but the application thereof 
was discretionary with the Commissioner, rather 
than optional with the taxpayer. Taxpayer’s 
counsel fails to take into consideration this vital 
distinction in making the contention (Br. 8-9) 
that an assessment of a tax upon an installment 
basis at that time was illegal. In the cases cited 
(Br. 8) the Board of Tax Appeals recognized the 
validitv of Article 42 of Regulations 45. The basis 
of the decisions was that the matter was discretion¬ 
ary with the Commissioner and the taxpayer could 
not compel the Commissioner to compute the tax 
on the installment basis. For example, in Todd, 
Inc., v. Commissioner, 1 B. T. A. 762, the taxpayer 
was a piano company, selling on the installment 
basis. The Commissioner refused to compute the 
tax on such basis, however, since the books were 
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not so kept. The Board concluded that it could 
not go behind the determination that the use of the 
installment method would not clearly reflect tie 
income of the taxpayer for the particular year. 

In the case at bar, the taxpayer did not repoH: 
any part of the profit during any year, either on 
the accrual basis or the “installment plan” basis, 
and the mere fact that its returns were filed on the 
accrual basis, with respect to other income, cannot 
suffice to constitute an election with respect to in¬ 
come received from the transaction under consid¬ 
eration, which was not reported on any basis. Fur¬ 
thermore, Section 213 of the Revenue Act of 192jl 
and Section 213 of the Revenue Act of 1924, infra, 
defined gross income as including profits arising 
from sales of real property, and provide: 

\ 

The amount of all such items * * !* 

shall be included in the gross income fdr 
the taxable year in which received by the 
taxpayer, unless, under methods of account¬ 
ing permitted under subdivision (b) of sec¬ 
tion 212. any such amounts are to be prop¬ 
erly accounted for as of a different period. 

Section 212 (b) provides that “The net income 
shall be computed * * * in accordance with 

the method of accounting regularly employed ip 
keeping the books of such taxpayer; but if no sucii 
method of accounting has been so employed, or if 
the method employed does not clearly reflect th$ 
income, the computation shall be made upon suck 
basis and in such manner as in the opinion of the 
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Commissioner does clearly reflect income ” [Italic 
supplied.] 

We submit that the Commissioner was fully war¬ 
ranted in computing the tax upon the installment 
basis, i The taxpayer might otherwise have been 
subjected to hardship. The taxpayer was in no 
position to complain and, in fact, made no com¬ 
plaint, so far as the record shows. The only pro¬ 
test originally made was with reference to the 
margin of profit. 

We find further legislative sanction of the Com¬ 
missioner's treatment in Section 202 (f) of the 
Revenue Act of 1921, which said that nothing should 
be construed to prevent the taxation of that portion 
of any installment payment representing gain or 
profit in the year in which such payment was re¬ 
ceived. 

B. In any event, the taxpayer is estopped to assert, at a 
time when it is too late to assess, that the entire 
profit should have been taxed in 1918 

In 1918 the taxpayer sold a large tract of timber, 
resulting in a net profit now conceded to be $160,- 
390.32 (R. 147). Only about fifteen per cent of the 
purchase price was received in cash in 1918 and 
the remainder was payable in semi-annual pay¬ 
ments, equally divided over a period of nine years. 
No part of the profit was reported as income by the 
taxpayer in its income tax returns, the claim then 
being made that no profit resulted from the sale. 
Upon review of the returns, the Commissioner de- 
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termined that the above profit had been realized but 
allowed the transaction to be treated as an install¬ 
ment one, and for the years 1918 to 1921, inclusive, 
asserted deficiencies based in part upon propor¬ 
tionate profits on the payments actually received in 
the respective years. The taxpayer paid these de¬ 
ficiencies without protesting at any time the basis 
used by the Commissioner. It did file claims fbr 
refund for two of the years, 1920 and 1921, but 
these claims only raised the question whether the 
Commissioner had computed the taxable profits for 
each year higher than they should have been com¬ 
puted (R. 158). | 

We submit that the taxpayer not only acquiesced 
and actually joined in the use of the installment 
basis, but that by filing its claims for refund, predi¬ 
cated on the use of the installment basis, it actually 
adopted such basis (R. 118, 125). It was only fbr 
1922 and later years here involved that the tax¬ 
payer made the claim, when it was too late to assess 
for 1918, that it had never elected to use the install¬ 
ment method and that the entire profit of $160,- 
390.32 should have been taxed as for 1918. 
Whether we call the Government’s defense estop¬ 
pel, election, ratification, acquiescence, acceptance 
of benefits, or what not, the fact remains that, in t^e 
sense of fair play, the Court should not permit 
the Government’s revenues to be prejudiced by 

i 

such a hide-and-seek method. First National Barik 
of Greeley v. United States, 86 F. (2d) 938, 942 
(C. C. A. 10th). ! 
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In its original petition before the Board of Tax 
Appeals, filed in 1927, the taxpayer did not even 
claim that the Commissioner wrongfully treated 
the transaction on the installment basis (R. 12). 
The whole complaint as to this issue was directed 
at the valuation or basis to be used in determining 
whether any profit was realized. The taxpaper ap¬ 
parently first made the contention that the Com¬ 
missioner was not authorized to treat the transac¬ 
tion as an installment one in 1931, and first 
amended its petition in 1932 to conform to the new 
contention (R. 23-24). Thereupon, the Commis¬ 
sioner amended his answer and pleaded election 
and estoppel as to the installment transaction (R. 
37-39). 

There is nothing contained in the record to show 
that any protest or objection has ever been made by 
the taxpayer to the action of the Commissioner in 
determining its tax liabilitv for the vears 1918 to 
1921, inclusive, on the basis that the sale by the tax¬ 
payer of its Panola block of timber was a sale on 
the installment plan, and that a proportionate part 
of the profit derived therefrom constituted income 
taxable to it for each of said vears. 

The total tax liabilitv for the taxpaver for the 
year 1918 of $7,541.89, as determined bv the Com- 
missioner (R. 68), and paid by the taxpayer, with¬ 
out protest, was computed upon the basis that the 
sale by the taxpayer of its Panola block of timber 
on June 1,1918, was a sale on the installment plan. 
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Had its tax liability for that vear been determined 

j * i 

and paid on the strict accrual basis, that is, by in¬ 
cluding in its taxable net income for that year the 
entire amount of the profit derived by it from fhat 
transaction, the taxpayer would have been required 
to pay a tax for the year 1918 in a much greater 

i 

amount than was in fact paid. 

The taxpayer makes the general statement 

( Hr. (8) that the vear 1918 was (dosed bv limitation 

% » 

when the Commissioner assessed the additional 
tax on the installment basis i;i March 1925, add, 

aceordinirlv, contends that no benefit was realized 

* » / 

by it upon which estoppel can be based. Therd is 

j 

nothing in the record to support the statement that 

the vear 1918 was closed bv limitation when the 
* * 

Commissioner made the assessment on the install¬ 
ment basis. We have merely the statement of the 
taxpayer's counsel to this effect, as contained in 

i 

the amended petition for rehearing before the 

i 

Hoard (R. 152). No issue was made on this point 

i 

at the full hearing before the Board. It appears, 

however (R. 67), that “Waivers for the year 1918, 

dated February 21,1924, are on file and will expire 

June 15, 1925. If this were true, the assessment 

for 1918 in March 1925 was timelv. 

%/ 

Further, as pointed out by the Board (R. 157), 
the statute of limitations is one of repose, and even 
if it might have been invoked by the taxpayer at 
one time, rights became fixed upon its failure \o 
invoke the statute in due time and in proper form. 

16621—37 - 3 
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Estoppels of* the character here invoked are more 
accurately described as equitable or quasi-estop¬ 
pels, and are to be distinguished from estoppels by 
misrepresentation. In Si earues Co. v. United 
States, 291 U. S. 54, the Supreme Court said (p. 
61-62): 

Sometimes the resulting disability has been 
characterized as an estoppel, sometimes as 
a waiver. The label counts for little. 
Enough for present purposes that the dis¬ 
ability has its roots in a principle more 
pearly ultimate than either waiver or estop¬ 
pel, the principle that no one shall be per¬ 
mitted to found any claim upon his own 
inequity or take advantage of his own 
wrong. Imperator Realty Co. v. TuU, supra. 

A suit rnav not be built on an omission in- 
% 

duced bv him who sues. 

* 


The situation with which we are here confronted 
is similar to that presented to the court in the case 
of Sham rock Oil Co. v. Commissioner, 77 F. (2d) 
555 (C. C. A. 5th). There the taxpayer contended 
that it \yas not the taxpayer despite the Fact that 
ir had held itself out as such to the Commissioner 
over a period of Years. This chameleon-like 
quality had appeared only after the statute of lim¬ 
itations had run. The court stated (p. 555) : 


When it is additionally shown, as here, that 

• 

through a long course of years petitioner has 
been assuming to be, and acting upon that 
assumption the Government has dealt with 
it as, the taxpayer, and that it commenced 


to claim otherwise only when, if it may now 
unsay what it has been saying, limitation Ijias 
barred the claim, it is quite clear that it is 
now estopped to assume an inconsistent po¬ 
sition. Philip Carey Mfg. Co. v. Dean, 58 IF. 
(2d) 737; Schwartz v. Commissioner, 60 F. 
(2d) 633; Planters Cotton Oil Co. v. Hop¬ 
kins, 53 F. (2d) 825; Walker v. Commis¬ 
sioner. 63 F. (2d) 346; Lucas v. Hunt, 45 jF. 
(2d) 781; Hartwell Mills v. Rose, 61 F. (2d) 
441. ' ! 


i 

Another case decided bv the same court is the 

*/ 

case of Wheelock v. Commissioner, 77 F. (2d) 4t4. 

In that case the taxpayers, in their income tax 
returns for the year 1923, claimed no deduction jin 

i 

any amount as to any depreciation sustained bn 
tlieiv investment in certain lease equipment pur¬ 
chased in the year 1923. Therefore, in their income 
tax return for the year 1924, in computing thejir 
gain from the sale of the lease and equipment, de¬ 
ductions were made from the sale price thereof in 
the amount of the full original cost of said leajse 
equipment. After the tax liability for 1924 was 
closed, the taxpayers sought deductions for depre¬ 
ciation in 1923. The court held that the taxpayers, 
by reason of their acts and silence, could not }n 
good conscience secure a double recovery, stating 
(p. 477): ! 


The petitioners, by conduct indicating 
their election to waive the right to dcduc- 

c i 

tions from their incomes in 1923 for depre¬ 
ciation of lease equipment, and by claiming 


and procuring the allowance of deductions 
from their incomes in 1924 of the full origi¬ 
nal cost of the lease equipment, lost the right 
to deductions from their incomes in 1923 for 
depreciation of lease equipment, because 
when that right was first asserted the right 
to diminish the allowed deductions from 


their incomes in 1924 covering the total cost 
of lease equipment was barred. Rose v. 
Gratify 39 F. (2d) 340: Commis-Goner v. 
Moore, 48 F. (2d) 526. It would be against 
the principles of equity and good conscience 
to allow the petitioners' deductions from 
their incomes in 1923 for depreciation of 
lease equipment when by their silence as to 
the existence of such a right they induced 


the respondent to believe that that right, 
did not exist or would not be exercised, and 


the latter rightfully acted on that belief, 
with the result of losing the right to reduce 

c 1 c 


the allowed deductions from petitioners’ 
gross incomes in 1924 of the total original 
cost of the lease equipment. In the circum¬ 


stances disclosed the petitioners were con¬ 
clusively estopped from claiming the right 
to deductions from their gross incomes in 
1923 for lease equipment. Stone v. Bank 


of Commerce, 174 U. S. 412: Kirk v. Hamil¬ 
ton, 102 U. S. 68. Having bv their own 


conduct brought about respondent’s allow¬ 
ance of a claim inconsistent with the one 


now asserted, and a change of respondent’s 
position whereby the latter is prevented 
from correcting the error in such allowance 
which would result from approving the de- 
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ductions now claimed, the petitioners were 
precluded from enforcing their last asserted 
claims. Stearns v. United States, 291 U. S. 
54, 60, 61; Swain v. Seamons, 9 Wal. 254,274; 
Z7. S. v. Peck, 102 U. S. 64. It hardly would 
be contended that it is consistent with the 
principles of equity and good conscience for 
a taxpayer by his own conduct getting tjie 
advantage of being able to secure a double 
recovery of part of the cost of property ac¬ 
quired and sold by him. 

While the use of the installment method of re- 

I 

porting income tax is not compulsory, the taxpayer 
is required to be consistent in his dealings with the 
Government. Having elected or acquiesced in t}ie 
treatment of income from a particular transaction 
on one basis, he must adhere to this basis in re¬ 
porting this transaction in subsequent tax years. 
Commissioner v. Moore, 48 F. (2d) 526 (C. C. A. 
10th), certiorari denied, 284 U. S. 620; Commis¬ 
sioner v. Garber, 50 F. (2d) 588 (C. C. A. 9th). 
See also Halbert v. Norris, 72 F. (2d) 753 (C. C. A. 
10th). ! 

I 

In Van Antwerp v. United States, 17 F. Supp. 
229 (N. D. Calif.) the court was faced with a simi¬ 
lar situation. There, after the Commissioner hgd 
treated certain income as that of the husband, the 
husband remained silent until too late to assess 
against the wife. Whereupon, he revealed a con¬ 
tract and claimed one-half the income belonged tjo 
the wife. The court said (p. 233): “It is the dut^ 


i 

i 

i 

i 
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of the taxpayer to deal fairly and truthfully with 
the government”, and concluded that the Govern¬ 
ment was entitled to assume, in view of the tax¬ 
payer’s long silence, that there was no intent or 
right to contest the Commissioner’s action. 

In the case at bar we not only have long silence 
on the part of the taxpayer but affirmative accept¬ 
ance and adoption of the method used by the Com¬ 
missioner, as evidenced by the basis upon which 
the taxpayer filed its claims for refund for the 
years 1920 and 1921. 

There is no basis for the taxpayer’s contention 
(Br. 10) that the loss of tax here results from the 
Commissioner’s error of law\ The case of Awotin 
v. Atlas Exchange Bank, 295 U. S. 209, cited by the 
taxpayer to sustain this contention, is obviously 
not in point. There, Awotin bought securities 
from the bank, obtaining a repurchase agreement 
on the part of the bank to insure himself against 
loss. A statute prohibited such agreement on the 
part of the bank, and the court held that since 
Awotin was charged with knowledge of the stat¬ 
ute, he could not invoke estoppel. 

As has already been pointed out, there was no 
error of law upon the part of the Commissioner. 
He was warranted, in the exercise of his sound dis¬ 
cretion, in computing the tax from the sale on the 
installment basis. Such treatment definitely alle¬ 
viated what otherwise might have been a hardship 
upon the taxpayer, who, without protest, accepted 
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and adopted the basis for a number of years. The 
taxpayer should not now be allowed to say that jthe 
entire profit should have been taxed in 1918, how 
barred bv the lapse of time. 

j 

i 

i 

A. Where, in 1921, the taxpayer executed an oil lease pro¬ 
viding for the payment by the lessee of an advance 
royalty of $100,000, $50,000 in 1921, and $50,000 in 
1922, subject to certain contingencies, the Commis¬ 
sioner, in reviewing the taxpayer’s claim that the 
sums were too contingent to constitute present; in¬ 
come, was warranted in treating the items as income 
in the respective years 

In filing its income tax returns for the years 1921 
and 1922, the taxpayer failed to include as taxable 
income for those years the two payments of $50,000 
actually received by it in the respective years. It 
then contended that by reason of certain con¬ 
tingencies in the operating agreement, the pay¬ 
ments designated as advance royalties were condi¬ 
tional deposits for the proper execution of the 
operating agreement, and, accordingly, were riot 
taxable income during either 1921 or 1922. The 
position of the taxpayer was substantially the saipe 
as to this issue when the instant suit was filed (R. 

j 

12). On review, the Commissioner determined 
that the contingencies were in the nature of condi¬ 
tions subsequent and concluded that the payments 
should, in any event, be treated as taxable income 
in the years when actually received by the tax¬ 
payer. Accordingly, tax upon the first one-half of 
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the total amount of advance royalties was paid by 
the taxpayer as for the year 1921. While it ap¬ 
pears that a claim for refund for 1921 was filed, 
the only point raised in the claim with respect to 
this issue was that the unconditional right to the 
royalty payment did not accrue in 1921 and did 
not accrue until after December 31, 1922 (R. 159). 

At the trial of the present proceeding relating 
to the year 1922 the taxpayer, in addition to mak¬ 
ing his; original claim that the advance royalties 
were too contingent to constitute income in either 
vear, advanced the contention, now solelv relied 
upon as to this issue, that since it was on the ac¬ 
crual basis, the entire $100,000 should have been 
accrued as income and taxed in 1921, when the 
agreement was entered into. This contention was 
not made until after it was too late for the Com¬ 
missioner to make any additional assessment as 

for the vear 1921. 

* 

While under the accrual method of accounting, 
gross income consists of income unconditionally 
earned, regardless of the year in which received 
or receivable, the taxpayer is not required or al¬ 
lowed to accrue as income an item which is subject 
to future contingencies. The liability for income 
tax should be fairlv determined without resort to 
mere estimates, assumption, and speculation. 
Burnet v. Logan, 283 U. S. 404. Income is said to 
be accrued when all the events have occurred which 

fix the liabilitv. 

%> 
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We submit that the right to the advance royalties 
was sufficiently conditional to prevent accrual 
thereof as income in the year in which the agree¬ 
ment was entered into. The entire agreement is 
not set forth in the record. The portion printed 
(R. 142) shows that the agreement to pay the ad¬ 
vance royalties was pursuant to the terms of the 

: 

operating agreement and of the collateral agree¬ 
ment. Working agreements, dependent as they 
usually are upon a continued personal relationship, 
are generally treated on a different basis under the 

i 

rules of accounting. Obviously, if I sell land! in 
1921 and am to receive $50,000 in 1921 and $50,000 
in 1922, I can accrue the entire $100,000 in 1921. 
But if I merely execute an oil lease under whic)i I 
am to receive $50,000 advance or additional royalty 
in 1921, and another $50,000 in 1922, it is very 
doubtful if I can accrue the entire $100,000 as in¬ 
come in 1921. Such leases are often subject to can¬ 
cellation by one or both parties. Sometimes ihe 
yearly payments are conditioned upon the con¬ 
tinued existence or utility of the leased property. 
Anyway, it was incumbent upon the taxpayer to 
show that the $50,000 actually received in 1922 was 
unconditionallv earned as of 1921, and this it has 

v * 

failed to do. ] 

We further submit that there was at least ground 
for reasonable doubt as to whether the entire $100,- 
000 could be treated as accrued income, and that 
when the Commissioner adopted what was presum- 
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ably the milder course and taxed payments sepa¬ 
rately, the taxpayer should not be allowed to avoid 
payment of the tax due upon the corresponding 
item in 1922 by claiming that the entire transaction 
was taxable in 1921, which year is now barred. 

In Moran v. Commissioner, 67 F. (2d) 601 
(C. C. A. 1st), the court pointed out that the tax¬ 
payer, in failing to include interest payments as 
accrued in his yearly returns, evidenced an election 
on his part to treat them as not received until ac¬ 
tually collected, and that having had the benefit of 
that position, and rights having become fixed on 
that basis, the taxpayer should not be allowed to 
repudiate the position nor to assert rights incon¬ 
sistent therewith, by claiming that the interest pay¬ 
ments should have been treated as accrued income 
in the prior years when actually earned, which 
years were then barred. In so ruling, the court 
did not endeavor to determine whether on the prin¬ 
ciples of abstract law the interest payments were 
accruable in the prior years. Nor should the final 
test in the instant case turn upon whether the 
royalty payments might have been treated as ac¬ 
crued income. Instead, the court used the follow- 
ing approach, which seems particularly pertinent 
to the issue now under discussion (p. 602) : 

Here there was room for real doubt as to 
whether the interest, which was obtainable 
but was not actually in hand, ought to be 
returned. Moran honestly took the posi¬ 
tion—which the Commissioner now takes— 
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that the interest was not received before ac¬ 
tually collected. It was open to Moran to 
choose which way he would deal with the 
matter. It might also have been open to the 
Commissioner to challenge Moran’s right to 
take the course which he followed. jBut, 
where the Commissioner does not challenge 
it, but on the contrary accepts it, and, as we 
have said, rights have become fixed, Mpran 
could not repudiate his election, nor can his 
estate do so. i 

See also Bose v. McEacJiern, 86 F. (2d) 231; (C.. 
C. A. 5th). | 

B. The taxpayer was, in any event, estopped to assert 
that the entire royalty payments should have been 
taxed in 1921 

I 

Following the dispute between the taxpayer and 
the Commissioner, the determination was made by 
the Commissioner that the royalty payments! of 
$50,000 each, in the respective years, 1921 and 1922, 
should be taxed as income in the respective years 
when actually received. At no time during the 
period, within which an additional assessment could 
have been made as to 1921, did the taxpayer make 
the contention in resisting the 1922 assessment, tljiat 
the entire payment, if income at all, accrued in 
1921. Even up to the time the instant suit was filed 
the 1922 tax was contested solely on the ground that 
the payment was too contingent to constitute pres¬ 
ent income (R. 13-14). j 

The Board was of the opinion (R. 150) that sinbe 
the taxpayer had failed to raise any objection on 
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the “accrual” theory, the Commissioner was justi¬ 
fied in assuming that the taxpayer had elected to 
accept the presumed “benefits” resulting from 
splitting the payments and taxing them in 1921 and 
1922 instead of all in 1921. Under this theory, the 
same principles involved in the installment trans¬ 
action would be here controlling and the authori¬ 
ties cited in the preceding section of the brief could 
be invoked. 

In an amended petition for rehearing, counsel 
for the taxpayer made the statement that (R. 153) 
the taxpayer received no benefit from the action of 
the Commissioner, taxing the royalty payments in 
1921 and 1922, instead of including all as taxable 
income in 1921. There is nothing in the record to 
substantiate this statement. Normally, a benefit 
would be presumed as resulting from a diminution 
of taxable income in a particular tax year. How¬ 
ever, the point is not deemed material. It is not 
necessary to show any definite material benefit in 
order to invoke the principles here relied upon. 
The Board’s theory is predicated upon an election 
and consistency in dealings, a departure from 
which will here result in a definite detriment to the 
government in the loss of tax upon the $50,000 re¬ 
ceived in 1922. 

In view of the state of the pleadings, there was 
no abuse of discretion on the part of the Board in 
considering and deciding the issue of estoppel. 
The taxpayer is in no position to complain. 
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As to the advance royalty payments, the tax¬ 
payer’s original petition made no claim that the 
entire $100,000 should have been taxed in 1921, but 
claimed that the payments were too contingent to 

i 

constitute taxable income during either 1921 or 
1922 (R. 13-14). Obviously, then, there was ho 
reason for the Government to plead that the tax¬ 
payer was estopped from claiming that it was all 
taxable in 1921. As a matter of fact, the record 
fails to disclose at any time the allegation by the 
taxpayer that the entire $100,000 was taxable in 

_ i 

1921 under the accrual method. The sole issue 
raised by the taxpayer’s pleadings as to this iteih 
was that the payments were conditional or contin¬ 
gent and not definite income, as yet. The only hint 
at such a claim is found in the concluding clause 
of the paragraph in the assignment of error, re¬ 
ferring to the claim of contingency (R. 12), wherb 
the general statement was made that “and his fail¬ 
ure to determine that such amounts were not in 
any event income during the year 1922.” In the 
detailed facts (R. 13-14), no reference was made 
amplifying this clause. It is, accordingly, subj- 
mitted that even if the proceedings before the 

i 

Board of Tax Appeals should be held subject t^ 
the strict rules of pleading and practice, the clairr^ 
of accrual in 1921 w T as not sufficiently raised by the 
taxpayer’s pleadings to necessitate a formal pled 
of estoppel on the part of the Commissioner. It 
seems apparent that the matter became an issue 
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at the trial and that the Board took notice of it 
and adjudicated it without requiring formal plead¬ 
ings from either party. 

To further illustrate the informality of the pro¬ 
cedure in this case, the taxpayer neither alleged 
nor proved that it was on the accrual basis. It is 
only from the opinion of the Board (R. 144) that 
we learn of this. It would thus seem that the tax¬ 
payer is the one who was primarily lax in pleading 
the issue in question. 

However, in spite of the assumed laxity in the 
pleadings, the Board undertook to decide the 
issue. Under these circumstances, the taxpayer is 
in no position to claim that the issue was not prop¬ 
erly pleaded. Generally speaking, the Board has 
a free hand to proceed to determine the total tax 
due as for the particular year before it, regardless 
of the form in which the issue is presented. Ven¬ 
tura Consolidated Oil Field v. Bogan, 86 F. (2d) 
149 (C. C. A. 9th). Since the issue was fully con¬ 
sidered by the Board, there can be little doubt that, 
had a written plea been tendered, permission to 
tile it would have been given. Either party to a 
hearing before the Board of Tax Appeals may, 
with the consent of the Board, raise a new issue 
at any time before final disposition. Excelsior 
Motor Mfg. & Supply Co. v. Commissioner, 43 F. 
(2d) 968 (C. C. A. 7th). In that case the court 
said (p. 969) : 

That point was expressly waived. Consid¬ 
ering what was said and done at the hearing, 
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there can be little doubt but that, had a writ¬ 
ten plea been tendered, permission to file it 
would have been given. We think this case 
should be considered just as though a writ¬ 
ten plea had been filed because the board 
having permitted the oral plea without ob¬ 
jection, and having heard the evidence by 
consent of both parties, petitioners should 
have the benefit of the pleading. 

In Board of Tax Appeals v. United States, 3Tl F. 
(2d) 442, this Court pointed out that rules of pro¬ 
cedure and pleading before the Board of Tax Ap¬ 
peals could be extended or waived in the discretion 
of the Board. • 

The case of Helvering v. Salvage, 297 U. S. 106, 

I 

does not substantiate the taxpayer’s position on 
this point (Br. 10). In that case the Supreine 
Court merely decided that since (p. 109) “estoppel 
was neither presented nor considered” by tjhe 
Board, the appellate court erred in reversing on 
such ground. ! 

i 

The Board, in the exercise of its discretionary 
powers, considered and decided this issue, arid 
there is now no basis for a claim that the issue was 
not properly before the Board. On this basis, the 

i 

Government should prevail as to this issue even 
if the Court is convinced that, under the strict rules 
of accounting, the royalty payments were accru- 
able as income in 1921. 

Our primary contention on this issue, however, is 
that it was incumbent upon the taxpayer to show 
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i 


that the 1922 payment was accruable in 1921, and 
that since the taxpayer failed to allege or prove 
that the 1922 payment was unconditionally earned 
as of 1921, it has failed to sustain its case. Ac¬ 
cordingly, even if estoppel is deemed inapplicable 
as to this issue, the Commissioner’s determination 
that the royalty payments were taxable income in 
the vears actuallv received should stand. Congress 
had said (Section 213 (a) of the Revenue Act of 
1924, infra), that all items should be included in 
the gross income in the year in which received by 
the taxpayer, unless such amounts are to be prop¬ 
erly accounted for as of a different period. The 
$50,000 received in 1922 was not accounted for by 
the taxpayer in any other period, nor was it accrued 
on its books as 1921 income. 

CONCLUSION 

The decision of the Board of Tax Appeals as to 
both issues is correct and should be affirmed. 

Respectfully submitted. 

James W. Morris, 
Assistant Attorney General. 
Sew all Key, 

Norman D. Keller, 
Joseph M. Jones, 

Special Assistants to the Attorney General. 

September 1937. 
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Revenue Act of 1921, c. 136, 42 Stat. 227: j 

Sec. 202. * * * j 

(f) Nothing in this section shall be con¬ 
strued to prevent (in the case of property 
sold under contract providing for payment 
in installments) the taxation of that portion 
of any installment payment representing 
gain or profit in the year in which such pay¬ 
ment is received. 

Revenue Act of 1924, c. 234, 43 Stat. 253: j 

Sec. 213. For the purposes of this title, 
except as otherwise provided in section 
233— 

(a) * * * The amount of all siich 

items shall be included in the gross income 
for the taxable year in winch received by 
the taxpayer, unless, under methods of ac¬ 
counting permitted under subdivision (b) 
of section 212, any such amounts are to be 
properly accounted for as of a different 
period. i 

Sec. 212. * * * | 

(b) The net income shall be computed 
upon the basis of the taxpayer’s annual ac¬ 
counting period (fiscal year or calendar 
year, as the case may be), in accordance wi^h 
the method of accounting regularly em¬ 
ployed in keeping the books of such tax¬ 
payer ; but if no such method of accounting 
has been so employed, or if the method em¬ 
ployed does not clearly reflect the income, 
the computation shall be made in accordance 

( 31 ) 
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with such method as in the opinion of the 
Commissioner does clearly reflect the in¬ 
come. * * * 

Revenue Act of 1926, c. 27. 44 Stat. 9: 

Sec. 212. * * 

(d) Under regulations prescribed by the 
Commissioner with the approval of the Sec¬ 
retary, a person who regularly sells or 
otherwise disposes of personal property on 
the installment plan may return as income 
therefrom in any taxable year that propor¬ 
tion of the installment payments actually 
received in that year which the total profit 
realized or to be realized when the payment 
is completed bears to the total contract 
price. In the case (1) of a casual sale or 
other casual dispositon of personal prop¬ 
erty for a price exceeding $1,000, or (2) of 
a sale or other disposition of real property, 
if in either case the initial payments do not 
exceed one-fourth of the purchase price, the 
income may, under regulations prescribed 
by the Commissioner with the approval of 
the Secretary, be returned on the basis and 
in the manner above prescribed in this sub¬ 
division. * * * 

Sec. 1208. The provisions of subdivision 
(d) of section 212 shall be retroactively ap¬ 
plied in computing income under the provi¬ 
sions of the Revenue Act of 1916, the Rev¬ 
enue Act of 1917, the Revenue Act of 1918. 
the Revenue Act of 1921, or the Revenue Act 

of 1924. or any of such Acts as amended. 
* * * 

Treasure Regulations 4o: 

fe V. J 

Art. 44. Sale of real estate involving de¬ 
ferred payments .—Deferred payment sales 
of real estate ordinarily fall into two classes 
when considered with respect to the terms of 
sale, as follows: 








(1) Installment transactions, in whicli the 
initial payment is relatively small (gener¬ 
ally less than one-fourth of the purchase 
price) and the deferred payments usually 
numerous and of small amount. * * j* 

( 2 ) * * * ! 

In determining how these classes shall be 
treated in levying the income tax, the ques¬ 
tion in each case is whether the income tp be 
reported for taxation shall be based only on 
amounts actually received in a taxing year, 
or on the entire consideration made up in 
part of agreements to pay in the future. 

Art. 45. Sale of real estate on installment 
plan .—In the two kinds of transactions in¬ 
cluded in class (1) in the foregoing article, 
installment obligations assumed by the buyer 
are not ordinarily to be regarded as jthe 
equivalent of cash, and the vendor may re¬ 
port as his income from such transactions 
in any year that proportion of each payment 
actually received in that year which the grpss 
profit to be realized when the property, is 
paid for bears to the gross contract 
price. * * * 

(Articles 44 and 45 of Regulations 62, promul¬ 
gated under the 1921 Act, and Regulations 65, pro¬ 
mulgated under the 1924 Act, are to the sapie 
effect.) 

i 

• i 

i 

i 
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In our original brief we stated that the Commis¬ 
sioner erred when he assessed the tax on the income j 
from the sale of the Panola tract of timber on the | 
installment basis. 
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We cited Tidewater Oil Co. v. Commissioner, 29 B. 
T. A. 1208, wherein the Board said: 

“Any loss of tax results from the Commission¬ 
er’s error. He cannot by his own error of law 
estop another.” 

In his brief respondent contends that he did not 
err in assessing the tax on the installment basis and 
then seeks to invoke the plea of estoppel on the the¬ 
ory that he was in error when he assessed the tax 
on the installment basis. These two positions are 

utterly inconsistent. 

% 

If the Commissioner had the right to assess the tax 
on the installment basis, then his plea of estoppel goes 
out of the window. 

In order to make our position clear we quote from 
respondent’s brief as follows: 

“We submit that the Commissioner was fully 
warranted in computing the tax upon the install¬ 
ment basis” (j). 12). 

“There is no basis for taxpayer’s contention 

that the loss of tax here results from the Com¬ 
missioner’s error of law. * * * 

“As has already been pointed out, there was 
no error of law upon the part of the Commis¬ 
sioner. He was warranted in the exercise of his 
sound discretion in computing the tax from the 
sale on the installment basis” (p. 20). 

If the Commissioner had any authority to assess 
the tax on the installment basis in this case that au¬ 
thority would necessarily have to be found in the 

• * 

Revenue Act of 1918. There was no such authority 
in the Revenue Act of 1918 and we have been unable 
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to find such authority in any subsequent act. In 
order to prove our contention we quote from defend¬ 
ant’s brief as follows: 

“Prior to 1926 the Revenue Acts had specifically 
recognized two bases for tax returns—cash apd 
accrual” (p. 9). 

“The use of the installment method of report¬ 
ing income is not compulsory” (p. 19). 

“The vendor may report as his income from 
such transactions in any year that proportion of 
each payment actually received in that year which 
the gross profit to be realized when the property 
is paid for bears to the gross contract price” 
(p. 33). | 

It is apparent from the above quotations from re¬ 
spondent’s brief that the Commissioner had no au- 
thoritv to assess this tax on the installment basis. 
We have been unable to find any case which holds 
that the Commissioner had any such authority. Tile 
latest case on the subject is that of Max Viault y. 
Commissioner, 36 B. T. A. 430, in which the Boatfd 

i 

said: j 

“In filing their income tax returns none of the 
petitioners computed his income upon the install¬ 
ment basis * * *. They did not request per¬ 
mission from the Commissioner to use such basils 
and in this proceeding they disclaim the privi¬ 
lege of using it and of any election to use i|. 
The Commissioner, however, used the installment 
basis in computing the tax and the resulting de¬ 
ficiency. He does not now, however, make any 
defense of this use. The installment basis haS 
always been regarded as a permissive basis avail¬ 
able to the taxpayer at his election if he was 
qualified under the statute to use it. * * * j 
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“The Commissioner was clearly in error in 
imposing upon the taxpayer the use of the install¬ 
ment basis as the method for determining the 
tax.” 

It would, therefore, appear from the quotations 
from respondent’s brief and also from the opinion of 
the Board of Tax Appeals that the Commissioner was 
in error when he assessed the tax on the installment 
basis. 

Now, on the question of estoppel, we desire to call 
the Court’s attention to the fact that this case was 
tried bv the Commissioner on the theorv that he had 

% i • 

the right to assess the tax on the installment basis. 
When the Commissioner originally set up the tax he 
determined the basis of profit as follows (R. p. 32): 

Selling price .$1,215,000.00 

Fair market value, March 1, 1913... 1,042,309.50 

Total profit .$ 172,690.50 

On each $110,000.00 received for the taxable years 
subsequent to the year 1918 the Commissioner as¬ 
sessed a tax on a proportionate profit of $15,634.54. 

The taxpayer contended that it had made no profit 
on the sale because the March 1, 1913, value of the 
Panola tract of timber was greater than the sale price. 
However, at the trial of the case, it was stipulated 
(R. pp. 45-48) that the fair market value of the timber 
was $1,054,609.68. The stipulation then continued as 
follows: 

“It is further agreed that if the Board should 
find that this is an installment sale, to be reported 
on the installment basis, then the proportion of 







I 

I 


profit to be reported in the years in controversy 
is as follows: i 


Year Amount 

1922 .$14,520.9.^ 

1923 . 14,520.93 

1924 . 14,520.9$ 

1925 . 14,520.93” 

i 


It appears from this stipulation that for the taxable 
years 1918, 1919, 1920 and 1921 the taxpayer has over¬ 
paid its tax on $4,454.44 income, which it never real- 
ized. This is due to the fact that the Commissioner 
used the basis of $15,634.54 for each $110,000.00 re¬ 
ceived instead of the correct basis, as stipulated, 6f 
$14,520.93. The taxpayer has, therefore, overpaid its 
tax for all four years prior to those now in contrb- 

i 

versy. 

The respondent is seeking to invoke the principle of 
estoppel. This is an equitable doctrine and the Couft 
will not apply equitable principles unless the partjv 
seeking their application agrees to do equity. The 
respondent, before pleading estoppel, should have of¬ 
fered to return the overpayments of tax for the veaijs 
prior to those in controversy. Absent this offer, the 
plea of estoppel should automatically be denied. 

Moreover, the stipulation shows on its face that the 
case was tried and submitted by respondent on the 
theory that he had the right to assess the tax on ah 
installment basis. The stipulation reads: 

“It is further agreed that if the Board should 
find that this is an installment sale, to be re¬ 
ported on the installment basis, then the propor¬ 
tion of profit to be reported in the years in con¬ 
troversy is * * *” (R. p. 48). 


i 

I 
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Xow, the Board did find that this was an install¬ 
ment sale, but it did not find that the taxpayer was 
bound to report it on the installment basis. 

The record (p. 2) shows that the case was tried 
on May 4, 1931; that the briefs of both parties were 
filed on or before July 1, and that the case was under 
consideration by the Board. Thereafter, on July 31 
a motion for new trial was filed by respondent, and on 
October 12 an order was entered of record granting 
the motion for new trial. 

Now, after the briefs were all in, somebody pre¬ 
vailed upon the general counsel to reopen the case 
and insert a plea of estoppel, which was based on the 
theory that although the Commissioner erred when 
he assessed the tax on the installment basis, the tax¬ 
payer, by paying the tax, was estopped to deny the 
authority of the Commissioner to assess the tax on 
the installment basis. 

To support his plea of estoppel respondent offered 
in evidence Exhibits A to P, inclusive. These ex¬ 
hibits occupy pages 53 to 143 of the record. At the 
time these exhibits were offered in evidence it was 
stipulated that they were received subject to peti¬ 
tioner’s objections 

“on the ground that said evidence is incompetent, 
irrelevant and immaterial. It is the contention 
of counsel for petitioner that said evidence does 
not tend to throw any light upon the issues in¬ 
volved in these proceedings and that petitioner 
cannot be held to have elected or to be estopped 
from electing by any of the matters or things 
referred to in said evidence” (R. pp. 49-50). 

The main reason for petitioner’s objection to the 





introduction in evidence of these exhibits was tfrat 
at the time the Commissioner asserted the additional 
tax for the year 1918, the taxable year 1918 was 
closed by limitation. Petitioner contended that the 
Commissioner had no right at that time to assess or 
collect a tax on any basis. The stipulation admitted 
that the taxpayer’s return for the calendar year 1918 
was timelv filed. Bv being timelv filed it must haye 
been filed not later than March 15, 1919. The Stat¬ 
ute of Limitations expired March 15, 1924. j 

The additional tax in this case was not proposed 
for assessment until December 26, 1924 (R. p. 65). j 
After the Board’s opinion in this case was rendered 
petitioner filed an amended petition for rehearing 
(R. p. 151), in which it contended that the Statute of 
Limitations had run at the time the Commissioner 

I 

proposed to assess the additional tax for the year 
1918. In denying this petition for rehearing (R. p. 
156) the Board said: 

“The second ground is that the deficiencieb 
asserted by the Commissioner for the years 1918 tp 
1921, inclusive, were asserted after the period of 
limitations had run. We have no evidence beforp 
us of the times when the various deficiencies 
were asserted, but in its brief the petitioner asr 
sorts them as follows: i 

“The deficiency for 1918 was assessed March 
28, 1925; j 

“The deficiency for 1919 was asserted Febru¬ 
ary 19, 1926; j 

“The deficiency for 1920 was asserted June 19, 
1926; ! 

7 i 

“The deficiency for 1921 was asserted June 19,j 
1926. ! 
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“Assuming that these dates are correct, then 
the deficiencies were assessed for each of those 
years after the period of limitations had run in 
each instance. The record contains nothing con¬ 
cerning waivers in anv of those vears.” 

The Board thought that it had no evidence as to 

when the deficiencies for the various vears were as- 

* 

sorted, but the dates were taken from the stipula¬ 
tion (R. pp. 49-52). 

Now the question of limitations was before the 
Board, and if there were any waivers on file they 
could have been produced by respondent. They wore 
not produced and no effort was made to account for 
their absence. The Board made a special finding of 
fact to the effect that the record contained nothing 
concerning waivers for those years. Respondent did 
not appeal. He is bound by the finding and cannot 
now question it. 

On the question of limitations we quote from re¬ 
spondent’s brief as follows (p. 15): 

“There is nothing in the record to support the 
statement that the year 1918 was closed by limi¬ 
tation when the Comissioner made the assessment 
on the installment basis. We have merely the 
statement of the taxpayer’s counsel to this effect 
as contained in the amended petition for rehear¬ 
ing before the Board.” 

We certainly have more than the bare statement of 
counsel for petitioner. We have a special finding 
made by the Board. In addition, we have a stipula¬ 
tion which shows that the return for 1918 was filed 
on March 15, 1919, and the tax in this case was not 
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assessed until March 28, 1925. This was more tl^an 
five years after the filing of the return. If th£re 
were any waivers on file extending the statute, the 
burden of proof was upon the respondent to produce 
them. 

On page 15 of respondent’s brief we find the follow¬ 
ing statement: 


i 

“It appears however (R. 67) that ‘waivers for 


bn 


the year 1918 dated February 21, 1924, are 
file and will expire June 15, 1925.’ If this were 
true, the assessment for 1918 in March, 1925, was 
timely. ’ ’ 


If this was true, respondent, who had the burden 
of proof, could have produced the waivers. However, 

i 

he made no effort to do so. 

Referring now to the statement “Waivers for the 
years 1918, dated February 21, 1924, are on file and 
will expire June 15, 1925,” we desire to call the 
Court’s attention to the fact that this statement ap¬ 
pears among the figures showing the computation of 
the tax liability. This computation is attached to a 
letter which appears on page 65 of the record and 
which bears date of December 26, 1924. The letter 
contains this statement: 

“In order that the provisions named below may 
be effective, a waiver must be filed within tdn 

7 # i 

days, otherwise assessment in accordance witjh 
Section 274 (d) of the 1924 Act will be made.?’ 


In the main body of the letter we find a request 
for a waiver and a threat to make a jeopardy assess¬ 
ment unless a waiver is filed within ten days. Thfe 
reference to the waiver on file is found among a lot 

i 
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of figures showing the computation of the tax lia¬ 
bility. 

If there were waivers on file which did not expire 
until June 15, 1925, respondent would not have been 
asking for new waivers in December, 1924. 

Again, if the waivers were on file they could have 
been produced at the hearing, or, if lost, their loss 
could have been accounted for. 

We submit that under the evidence as disclosed 
bv the record and as found bv the Board of Tax 

♦ f 

Appeals, it is shown conclusively that the taxable 
year 1918 was barred by limitations when the addi¬ 
tional tax was assessed. There is, therefore, no basis 
for the plea of estoppel, because at the time the tax 
was assessed the Commissioner had no right to assess 
or collect a tax on anv basis. If the tax had been 
assessed on the entire profit and paid in one luni}) sum, 
the statute made its refund mandatory. 

In this connection the Commissioner, in his brief, 
relies upon the case of Rose v. McEachern, 86 Fed. 
(2d) 231. Tliis case was reversed by the Supreme 
Court on November 8, 1937. Tbe decision is not yet 
officially reported. 

In its opinion in the McEachern case the Supreme 
Court said: 

“If the petitioner had then paid the 1928 tax 
there, would have been an overpayment of the 
tax, refund of which is made mandatory by Sec¬ 
tion 607.” 

The opinion further continues: 

“The failure of the Government to assess the 
appropriate tax in 1928 is not shown to be at- 
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i 

i 

I 

tributable to the erroneous statements made j in 
the returns for later years.” 

I 

i 

So, in the case at bar, the failure of the Government 
to assess the correct tax for the vear 1918 is not shown 
to be attributable to any erroneous statements m^de 
by the taxpayer. On the contrary, the Commissioner 
assumed that he had a right to assess the tax on jan 
installment basis. 

In the case of Viault v. Commissioner, 36 B. T. jA. 
430, the Commissioner was still contending that he 
had a right to assess a tax on the installment basis 
for the vears 1933 and 1934. ! 

But, as pointed out by the Supreme Court in the 
McEachern case, if the tax was barred at the time it 
was assessed, the Commissioner was obligated to re¬ 
fund the amount paid. Hence there is no basis for 
estoppel. 

a | 

I 

I 

i 

On the question of whether or not the Commissioner 
had the right to divide the income from the bonfis 
payments for the gas and oil lease, and assess a thx 
on $50,000.00 for the year 1921 and $50,000.00 for the 
year 1922, respondent makes two contentions: 

First: That the item of $100,000.00 did not accrue 

in 1921; ! 

i 

Second: If it did accrue in 1921, that petitioner was 
estopped to deny that it was taxable in the year 1922. 

i 

The answer to the first contention is twofold: j 

i 

(1) The Board of Tax Appeals found that the peti¬ 
tioner kept its books on the accrual basis and that 
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the item of $100,000.00 did accrue in the year 1921. 
Respondent took no exceptions to this finding. Re¬ 
spondent did not appeal. Hence respondent is bound 
by this finding of the Board and cannot now ques¬ 
tion it; 

(2) The Board was correct in its holding that the 
item accrued in 1921. There was a definite, fixed ob¬ 
ligation which was determined without any resort to 
estimate, assumption or speculation. This is shown 
by the provisions of the agreement, set out on pages 
4 and 5 of respondents brief, as follows: 

“* * * and the Lessee binds and obligates itself 

i 

to pay, or cause to be paid, unto the Lessor, the 
sum of Twenty-five Thousand Dollars ($25,000.00) 
on November 15, 1921, an additional sum of 
Twenty-five Thousand Dollars ($25,000.00) on 
May 15, 1922, and an additional sum of Twenty- 
five Thousand Dollars ($25,000.00) on November 
15, 1922.” 

We quote from respondent’s brief, on page 22, as 
follows: 

“Income is said to be accrued when all the 
events have occurred which fix the liabilitv.” 

Here all the events had occurred and the liabilitv 

* 

was fixed, definite and certain. The agreement to pay 
was definite and positive. 

On page 28 of respondent’s brief we find this state¬ 
ment: 


“The taxpayer neither alleged nor proved that 
it was on the accrual basis. It is onlv from the 
opinion of the Board that we learn this.” 

i 
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The entire testimony in this case occupies less than 
one printed page of the record. On page 176 ofi the 
record Mr. J. A. Dewess testified as follows: 

“I am assistant secretary of the Louis Werner 
Saw Mill Co. and have been connected with the 
company for more than thirty years. Our books 
are kept and our returns are filed on the accrual 
basis.’’ | 

i 

Respondent in his brief further contends that even 
if the item of $100,000.00 accrued in the year 1921 the 
taxpayer should be estopped to deny that $50,000.00 
was taxable in 1922. 

In his brief, on page 28, respondent says: j 

“ Since the issue was fully considered by the 
Board, there can be little doubt that, had a writ¬ 
ten plea been tendered, permission to file it would 
have been given.” 

i 

i 

i 

This statement is probably true, but the attorney 
who tried the case did not see fit to tender a plea of 
estoppel because he knew that the facts did not jus¬ 
tify the plea. There was no basis for estoppel on this 
issue. Respondent seems to think that it was the 
duty of the taxpayer to inform the Commissioner that 
the entire amount of $100,000.00 accrued in 1921. \Ve 
find nothing in law or morals requiring the taxpayer 
to give the Commissioner any such information. The 
taxpayer objected to the assessment on the ground 
that there was a recapture clause in the contract 
which prevented the entire sum of $100,000.00 from 
becoming income until some year subsequent to 1922. 

The Commissioner ruled that $50,000.00 was tax¬ 
able in 1921 and $50,000.00 in 1922. This ruling was 

i 

I 

i 


i 

i 
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not beneficial to the taxpayer. In fact, it was detri¬ 
mental. 

We quote from page 26 of respondent’s brief as 
follows: 


“In an amended petition for rehearing, counsel 
for the taxpayer made the statement that (R. 
153) the taxpayer received no benefit from the 
action of the Commissioner, taxing the royalty 
payments in 1921 and 1922, instead of including 
all as taxable income in 1921. There is nothing 
in the record to substantiate this statement.” 

i 

Our answer to this statement is found in the Reve¬ 
nue Act of 1921, Section 230, pertaining to the tax on 
corporations, providing for the amount of tax as fol¬ 
lows : 


“(a) For the calendar year 1921, ten per 
centum of the amount of the net income in ex¬ 
cess of the credits provided in Section 236; and 

“.(b) For each calendar year thereafter twelve 
and one-half per centum of such excess amount.” 

It will be seen from this provision that the rate of 
tax for the year 1921 was 10 per cent, while the rate 
for the year 1922 was 12M> per cent. If the $50,000.00 
had been placed in the taxable year 1921 the addi¬ 
tional tax would have been $5,000.00. By placing the 
$50,000.00 item in 1922 the additional tax is $6,250.00. 

From the above figures it will be seen that it was 
to the interest of the Commissioner to divide the 
taxable income into two items and place one in the 
vear 1921 and the other in the vear 1922. Bv so 

%• i • » 

doing an additional tax of $1,250.00 had to be paid 
by the taxpayer. 
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l 
I 

i 

i 

We quote further from respondent’s brief, page 26, 

as follows: ! 

I 

“It is not necessary to show any definite Mate¬ 
rial benefit in order to invoke the principles here 
relied upon. The Board’s theory is predicated 
upon an election and consistency in dealings, a 
departure from which will here result in a definite 
detriment to the Government in the loss of tax 
upon the $50,000.00 received in 1922.” 

The loss in tax, if any, results from the Commis¬ 
sioner’s greed and not from any act or conduct oh the 
part of the taxpayer. j 

The respondent did not plead estoppel. He kpew 
that he had tried to get the increased tax rate in i the 
year 1922. He also knew that if he had committed 
an error and placed the $50,000.00 item in the wrong 
year he had no basis for claiming an estoppel against 

the taxpayer. j 

» 

The Board, however, thought there was a basis for 
estoppel and decided the case on the question ; of 
estoppel without having any plea of estoppel befbre 
it. This is contrary to the Board’s practice. 

Tidewater Oil Company v. Commissioner, 129 
B. T. A. 1208. * i 

i 

| 

i 

Estoppel is an equitable remedy. In the applica¬ 
tion of its principles we must apply the rules of equity. 

One of the ancient equity maxims is: j 

| 

“He who seeks equity must do equity.” 

If, therefore, the Commissioner had desired to plehd 

estoppel it would have been necessary for him to have 

• ! 

i 

j 




i 

I 
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offered to refund the additional tax of $1,250.00 be¬ 
fore asking the aid of a court of equity. 

The Board could not apply the principles of estoppel 
without first requiring the Commissioner to refund 
the excess tax of $1,250.00. The Board was without 
power or authority to require the Commissioner to 
refund the $1,250.00 excess tax and, therefore, could 
not apply the principles of estoppel to this case. This 
illustration shows the necessity of pleading estoppel, 
because without a plea of estoppel the Board could 
not do complete equity between the parties. 

Respectfully submitted, 

j CHASE MORSEY, 

Attorney for Petitioner. 






